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FOREWORD. 


This  pamphlet  is  a  sammaiy  of  a  report  by  the  Tariff  Commission 
on  Reciprocity  and  Commercial  Treaties  and  contains  the  conclusions 
and  recommendations  made  to  the  Congress. 

The  main  report,  including  this  summary,  is  printed  as  a  separate 
yolume  and  is  divided  into  toree  sections  as  foUows: 

(1)  A  study  of  the  reciprocity  and  tariff  agreements  of  the  United 
States,  covering  the  reciprocity  treaty  with  Canada  of  1854;  with 
Hawau  of  1875;  the  agreements  concluded  imder  the  tariff  act  of 
1890-  the  agreements  concluded  and  the  treaties  negotiated,  but 
not  ratified,  under  the  tariff  act  of  1897;  the  bargaining  features  of • 
the  tariff  acts  of  1909  and  1913;  the  Brazilian  preferential  treatment 
of  American  products  since  1904;  the  reciprocity  treaty  witii  Cuba 
of  1902;  the  attempt  of  1910-11  to  establish  a  reciprocity  arrange- 
ment with  Canada;  and  finally  some  minor  episodes  in  the  commer- 
cial relations  of  the  United  States  with  other  countries. 

Most  of  the  foregoing  studies  include  careful  statisUcal  examina^ 
tions  of  the  commercial  effects  of  the  agreemwits  upon  the  trade  of 
the  United  States.  .  ^  . 

(2)  A  study  of  the  most-favored-nation  clause  with  particular 
reference  to  the  negotiation  and  application  of  reciprocity  agree- 
ments, the  differing  theories  and  practices  governing  the  use  of 
clause,  and  possible  developments  in  the  near  future. 

(3)  An  examination  of  the  tariff  systems  and  commercial  policies 
of  European  States,  including  historical  surveys  of  the  recent  pol- 
icies and  experiences,  in  relation  to  tariffs  and  tariff  treaties,  of  Ger- 
many, France,  and  Russia,  and  a  classification  and  description  of  the 
tariif  systems  of  the  important  European  countries. 
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CONCLUSIONS  AND  BECOMMENDATIONS. 


Alnence  of  a  eontinnoiu  policy  in  the  past— The  survey  of  the 
reciprocity  experiences  and  commercial  arrangements  of  the  United 
States  which  is  made  in  this  report  shows  that  the  country  has  not 
in  the  past  followed  a  consistent  and  continuous  policy.  It  is  true 
that  there  has  been  a  steady  current  of  opinion  in  favor  of  the  prin- 
ciple of  securing  for  ourselves  and  of  extending  to  others  equality 
of  treatment.  Early  American  statesmen  believed  that  the  offer  of 
equality  of  opportunity  of  access  to  American  markets,  in  return  for 
the  removal  of  the  discriminatory  barriers  which  then  prevailed  m 
other  countries,  together  with  denial  of  equal  treatment  to  those  coun- 
tries which  persisted  in  discrimination  against  the  trade  of  the 
United  States,  would  bring  about  a  general  regime  of  liberal  and 
equal  treatment.  The  method  to  be  employed,  however,  was  that  of 
individual  negotiation.  Hence  arose  the  special  form  and  interpre- 
tation given  by  the  United  States  to  the  clause  in  commercial  agree- 
ments by  which  nations  engage  to  extend  to  each  other  the  most- 
favored-nation  treatment,  a  clause  to  whose  history  and  significance 
detailed  consideration  is  given  in  Part  II  of  the  report.  The 
practice  of  individual  bargaining,  which  followed  inevitably  in 
view  of  the  national  circumstances  and  international  situation  of  the 
IJnited  States  through  the  larger  part  of  its  history,  has  led  to 
special  arrangements  and  has  stood  in  the  way  of  the  adoption  of  a 

^TtLrea^y  liberal  attitude  of  the  United  States,  the  States  of 
Europe  did  not  on  the  whole  respond.  In  the  course  of  time,  there- 
fore, as  separate  and  independent  commercial  arrangements  were 
entered  into,  the  treatment  accorded  by  the  United  States  to  diflFcrent 
countries  became  not  infrequently  unequal.  Special  agreements  and 
provisions  were  made  in  separate  cases  as  they  arose.  Having  begun 
with  the  intenti<m  to  offer  equality  of  treatment,  and  with  the  hope 
of  securing  such  equality  in  return,  the  United  States  has  neverthe- 
less been  led  into  comiriCTcial  relations  with  individual  nations  of 
which  the  effect  was  inequality. 

During  the  period  before  1890  two  isolated  agreements  were  made, 
those  with  Canada  and  with  the  Hawaiian  IsUnds.  Others  were 
neo-otiated  during  this  period,  but  were  not  consummated.  Bom 
those  projected  and  those  carried  out  were  determined  by  the  par- 
ticular circumstances  of  time  and  conditions.  The  reciprocity  agree- 
ments made,  subsequently,  under  the  acts  of  1890  and  lffi>7,  were 
intended,  it  is  true,  to  conform  to  the  principles  of  a  fixed  graiend 
policy.  But  in  operation  even  these  acquired  the  character  of  special 
agreements.  Both  the  policy  and  the  agreements  have  since  been 
given  up. 
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An  opportimist  atdtude  was  natural  so  long  as  the  United 
States  kept  aloof  from  foreign  complications  and  was  intent 
upon  avoiding  them.  Now,  however,  the  situation  is  completdy 
altered.   The  United  States  has  become  committed  to  for-reaching 

{)artic]pation  in  world  politics.  The  American  Gover^Hmt  can  no 
onger  shape  its  commercial  negotiations  solely  with  reference  to  the 
results  of  each  particular  arrangement.  It  must  consider  the  world 
at  large  and  must  shape  its  commercial  policy  in  conformity  with 
the  political  and  humanitarian  principles  which  govern  its  general 
attitude  in  the  international  sphere. 

So  far  as  commercial  policy  and  commercial  negotiations  are  con- 
cerned, the  evidence  presented  in  the  present  report  indicates  that 
a  policy  of  special  arrangements,  such  as  the  United  States  has 
followed  in  recent  decades,  leads  to  troublesome  complications. 
Whether  as  regards  our  reciprocity^  treaties  or  as  regards  our  inter- 
pretation of  the  most-favored-nation  clause,  the  separate  and  in- 
dividual treatment  of  each  case  tends  to  create  misunderstanding 
and  friction  with  countries  which,  though  supposed  to  be  not  con- 
cerned, yet  are  in  reality  much  concerned.  When  each  country  with 
which  we  negotiate  is  treated  by  itself,  and  separate  arrangements 
are  made  with  the  expectation  that  they  shall  be  applicable  indi- 
vidually, claims  are  none  the  less  made  by  other  States  with  whom 
such  arrangements  have  not  been  made.  Concessions  are  asked  ;  they 
are  sometimes  refused;  counter  ecmcesidcms  are  proposed;  reprisal 
and  retaliation  are  suggested;  unpleasant  contiover^es  and  some^ 
times  international  friction  result. 

A  elear  and  mmple  policy  needed  for  the  future — Equality  of  treat-* 
meat — A  great  gain  would  be  secured,  now  that  the  United  States 
is  committed  to  wide  participation  in  world  polities,  if  a  clear  and 
dmple  poli^  could  be  adopted  and  followed.  The  ^iding  principle 
mi^t  well  be  that  of  equality  of  treatment— a  prmciple  iu  accord 
with  American  ideals  of  the  past  and  of  the  present.  Equality  of 
treatment  should  mean  that  the  United  States  treat  all  countries  on 
the  same  terms,  and  in  turn  require  equal  treatment  from  every  other 
country.  So  far  as  concerns  general  industrial  policy  and  general 
tariff  legislation,  each  country — ^the  United  States  as  well  as  others — 
should  be  left  free  to  enact  such  measures  as  it  deems  expedient  for 
its  own  welfare.  But  the  measures  adopted,  whatever  they  be,  should 
be  carried  out  with  the  same  terms  and  the  same  treatment  for  all 
nations. 

Possible  exceptions  to  the  principle  of  equal  treatment. — In  the  appli- 
cation of  any  general  principle  of  this  kind,  there  may  be  occasion  for 
qualifications  or  exceptions.  Some  allowance  for  exceptional  treat- 
ment, not  inconsistent,  under  certain  circumstances,  with  the  prin- 
ciple of  equality  of  treatment,  has  been  made  by  almost  all  countries 
in  connection  with  discussions  and  negotiations  with  reference 
to  the  most-favored-nation  clause.  Special  treatment,  or  the  con- 
cession of  special  rates  of  duty,  has  been  regarded  as  admissible, 
particularly  in  two  sets  of  cases.  First,  it  has  been  on  occasions  ree* 
o|^i»d  that  where  one  country  has  a  long  frontier  line  in  conmion 
with  another  country,  Hie  unique  ties  of  geog^raphical  connection  ^ve 
ground  for  exceptional  arrangements.  Considerations  and  exceptions 
of  thk  kind  ai^  ex^plified  in  the  relations  between  Spain  imd  Portu- 
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'  gal,  and  those  between  Canada  and  the  United  States.  Secondj special 
political  ties  and  political  responsibilities  have  led  to  commercial  rela- 
tions also  of  a  special  character.  Such  were  the  relations  that  existed 
for  a  considerable  time  between  the  United  States  and  HaAvaii.  and 
meh  are  now  the  relations  between  the  United  States  and  Cuba. 
But  these  cases  of  exception,  whether  they  are  univeisally  adinitted 
to  rest  upon  valid  grounds  or  are  debatable,  do  not  make  it  nnpos- 
sible  to  carry  out,  with  reference  to  the  great  mass  of  international 
relations  and  negotiations,  the  principle  of  equality  of  treatment. 

It  must  be  further  admitted  that,  just  as  special  political  ties  may 
lead  to  excepti<mal  treatment,  so  also  the  severance  of  normal  inter- 
national relations  may  be  followed  by  exceptional  treatment.  It  re- 
mains to  be  seen  what  conditions  of  peace  will  be  established  and 
what  commercial  relations  will  rasue  on  the  terminaUon  of  the 
war  The  nature  of  the  settlement  must  affect  the  commercial  ar- 
rangements also.  Political  and  perhaps  militai^  considerations  may 
compel  modification  of  a  policv  which  nevertheless  should  aim  in 
general  at  reciprocal  equality  of  ccanmercial  treatment. 

So  far  as  concerns  existing  commercial  treaties  and  anrangements, 
the  international  relations  of  the  United  States,  as  they  have  been 
gradually  shaped  since  the  opening  of  the  present  century,  are  m 
conformity  Avith  the  ]n'inciple  of  equality  of  treatanmt,  when  intei^ 
preted  and  qualified  Avith  regard  to  special  political  affiliations  and 
special  geographical  ties.  The  treaty  between  the  United  States  and 
Cuba,  providing  for  special  remissions  of  duty  on  both  sides,  is  to  be 
judged  in  tlie  light  of  the  special  political  relations  between  the  two 
countries.  The  act  which  stands  upon  our  statute  book,  making  pos- 
sible a  reciprocity  arrangement  with  Canada,  also  rests  upon  grounds 
of  its  own,  being  influenced  by  the  exceptional  geographical  rela- 
tions. Only  one  commercial  arrangement  of  the  United  States  now 
m  effect  can  be  said  to  be  inconsistent  with  the  general  principle, 
namely,  that  with  Brazil.  And  this  rests,  not  upon  a  treaty  to  which 
the  United  States  is  formally  a  party,  but  upon  legislative  and  ad- 
ministrative measures  of  Brazil. 

Methods  of  enforcing  equality  of  treatment— If ,  however,  the  prin- 
ciple of  equality  of  treatment  is  to  be  adopted,  something  more  than 
a  bare  declaration  of  policy  is  needed.  In  view  of  the  divergent  atti- 
tudes and  demands  of  different  countries,  and  of  the  undeniable  pos- 
sibility that  other  countries  may  not  follow,  in  their  own  dealings 
with  the  United  States,  the  principle  of  equality  of  treatment,  some 
method  of  enforcement  is  indispensable. 

As  matters  now  stand,  the  United  States  has  no  way  of  bringing 
pressure  to  bear,  or  rather,  none  that  is  immediately  available.  If 
not  accorded  equality  of  treatm^i  by  other  countries,  this  country  is 
almost  helpless.  There  has  been  provided  no  authorization  for  action 
on  the  part  of  the  Executive.  If  the  United  States  wishes  to^exemse 
pressure  upon  another  country  for  the  purpose  of  bringing  that 
country's  measures  into  conformity  with  demands  of  tiie  Umted 
States  for  equality  of  treatment,  the  slow-moving  process  of  legis- 
lative enactment  alone  is  now  available. 

Measures  for  the  purpose  of  securing  just  treatment  by  other  coun- 
tries may  take  one  of  two  forms.  The  first  of  these  is  that  of  con- 
cessions/or  of  concessional  arrangements,  by  which  reductions  of 
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duty  may  be  conceded  to  countries  which  grant  the  United  States 
oqiialitv  of  treatment.  The  second  is  that  of  additional  duties,  m 
the  naUire  of  penalty  or  retaliatory  duties,  made  applicable  to  coun- 
tries wliich  fail  to  give  the  United  States  satisfactory  treatment 
Each  of  these  methods  has  its  advantaoes  and  its  disadvantages. 

The  method  of  concessions. — The  main  advantage  of  the  conces- 
sional method— that  of  reductions  of  duty— is  that  it  appears  more 
conciliatory.  To  oli'er  a  concession  is  less  irritating  than  to  impose  a 
penalty.  But  it  must  be  borne  in  mind  that  if  the  granting  of  a 
concession  be  carried  out  with  full  effect  and  in  full  accord  with  the 
principle  of  equality  of  treatment,  the  concession  must  be  extended 
alike  to  all  countries  which  conform  to  the  principle.  Only  a  few 
countries  are  then  left  unaffected,  and,  as  regards  its  effect  upon 
these,  a  conoessional  method  becomes  the  equivalent  of  a  penalizmg 

method.  .  . 

A  disadvantage  of  the  concessional  method,  when  the  concessional 
schedule  includes  a  considerable  number  of  items,  is  that  it  causes  the 
effective  tariff  schedules  of  the  country  in  respect  to  those  items  for 
which  concessional  rates  are  provided  to  consist  largely  or  mainly  of 
the  concessional  or  redudted  rates  of  duty.  It  involves,  if  carried  out 
fully  and  with  the  desired  effect,  a  lowering  of  what  is  declared  to  be 
the  general  tariff.  This  brings  it  about  that  the  general  tariff 
becomes  nominal;  it  contains  rates  higher  than  those  which  are 
expected  actually  to  go  into  effect.  This  leads  in  turn  to  some  uncer- 
tainty, at  the  time  when  the  general  rates  are  fixed,  as  to  the  extent 
to  winch  they  will  be  modified  by  the  concessional  arrangements. 
The  outcome  is  likely  to  be  virtually  a  maximum-and-minimum  tariff, 
with  i^ossible  uncertainty  as  to  the  extent  to  which  the  minimum 

rates  shall  be  applied. 

As  regards  economic  effect,  reductions  of  duty  under  the  conces- 
sional method  have  different  consequences  under  varying^  conditions 
of  supply  as  regards  the  article  affected.  Where  a  reduction  of  duty 
affects  only  a  fraction  of  the  imports  of  a  particular  article,  and  the 
major  portion  of  the  imports  of  that  article  is  still  left  subject  to  the 
main,  or  non-concessional  duty.the  result  is  not  only  a  loss  of  revenue 
to  the  Treasury,  because  of  the  loAver  rates  of  duty,  but  absence  of  any 
gain  to  consumers.  The  reduction  of  duty  redounds  only  to  the 
advantage  of  the  foreign  producer.  This  situation  was  exemplified 
by  our  experience  with  Hawaii,  under  the  reciprocity  treaty  of  1875. 
That  experience  was  not  indeed  part  of  a  general  concessional  policy  ; 
but  it,  nevertheless,  supplies  an  example  of  the  working  of  a  limited 
concession.  If,  on  the  other  hand,  virtually  the  entire  imported  sup- 
ply of  a  given  article  is  admitted  at  the  lowered  concessional  rates, 
the  effect  is  that  of  a  general  reduction  of  duty.  Such  a  result  ensued, 
at  least  in  the  more  receaat  years  of  the  op^tion  of  the  reciprocity 
treaty  with  Culm,  as  a  consequence  of  our  concession  of  a  reduced 
duty  upon  Cuban  sugar.  This  concession  resulted  in  a  gain  to  the 
Cuban  sugar  producer  during  the  first  years  after  the  reciprocity  ar- 
rangement went  into  effect,  but  had  come  to  redound,  during  the 
years  immediately  preceding  the  European  war,  mainly  to  the  ad- 
vantage of  the  domestic  consumer. 
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The  method  of  additional  duties^'Hie  other  method-that  ^ 

unposition  of  additional  duties  on  articles  commff  from  countnw 
S  dTscriminate  against  the  United  States^has  alko its  advanteg« 
Tnd  disadvantages.  The  main  disadvantage  ^J^^,  emptying  some- 
thing  in  the  nature  of  a  threat,  it  seems  combative  m  prmcipl^un- 
friendly  in  appearance,  and  therefore  rritatmg. .  I^,^.^^*^ 
is  in  its  outwfud  aspect  the  reverse  of  the  concessional  method 
it  should  be  borne  in  mind  that  when  the  additional  dutiw  aw  put 
into  effect  solely  for  the  purpose  of  securing  equality  t^atan^^ 
and  are  therefore  subject  to  termination  as  soon  as  such  treatment  has 
b^n  attained,  they  can  hardly  give  reasonable  ground  f or  eompkint 
A  distinct  advantage  of  this  method  is  that  it  does  not  affect  the 
gi^erli  tariff  rates  of  Ihe  country  which  uses  it.  It  is  directed  against 
Sse  countries  only  which  do  not  themselves  apply  the  pnnciple  of 
eSitv^  S^tm^t  The  probabilities  are  great-so  great  as  almost 
SZoLt  t^Snty.-th^at  it  will  not  be  applied  to  any  consi^^^^^ 
able  number  of  countries  or  articles.  Administered  w>th  discretion 
and  with  due  regard  to  the  character  of  the  trade  with  different 
MunSof  Tpply,  it  leads  to  no  substantial  change  in  the  general  tariff 
and  8^^W  leaves  this  to  be  determined  solely  with  regard 
to  the  country's  domestic  needs  and  wishes.  ^,  , 

As  r^gard7eoonomic  effect,  additional  duties,  hke  the  concessional, 
have  different  consequences  according  to  their  range  of/PPl^,^^ ^^^^^^^ 
If  a  country  to  which  such  duties  are  applied  sends  to  the  United 
States  only  a  fraction  of  the  imports  of  a  given  article,  the  effect  is 
SmpTy  that  this  fraction  is  excluded  from  flie  domestic  ma^et  and 
is  displaced  by  additional  imports  of  the  same  commodity  from  else- 
4ere^  Only  in  very  rare  caS^  would  the  domestic  consumer  be  af- 
Fected  by  the  imposition  of  an  additional  du^  on  such  foactiomd 
imports.^  If,  indeed,  a  very  large  portion  of  tfie  ««PPly.  ^^^^.^ 
article  comes  from  the  penalizeS  country,  the  «tnati<m  is  different; 
still  more  is  it  different  if  the  entire  supply  comes  from  that  one 
countTy   In  such  cases  additional  duties  are  likely  to  entatf  a  biffdiai 

on  the  domestic  consumer.  .  r— 

It  follows  that  there  is  special  need  of  ,caie  in  thb  applicatacm  of 
ndflitional  duties.  They  are  most  effective  if  there  be  competing 
ciSs,  eS  desirous  ^of  sending  to  the  United  States  the  sa^  or 
Uke  <-oods,  as  is  usually  the  ease  when  applied  to  countries  vrhiOi 
S  us  manufactured  products.  For  such,  the  conditions  of  produc- 
tion and  the  control  of  products  are  not  determined  by  pl^s™ 
Sdimatic  causes,  and  there  is  not  likely  to  be  found  anything  m  the 
Mtore  of  exclusive  control  of  a  particular  article  by  any  smgle  coun- 
Additional  duties  then  establish  a  preference  of  one  foreign 
OToduCer  over  another,  but  the  pressure  on  the  offending  foreign 
Country  does  not  affect  injuriously  the  tlomestic  consumer^^ 

Undir  the  existing  tariff  system  of  the  United  States-that  em- 
hodkd  hi  the  tariff  act  of  1913-the  method  of  additional  diities 
TTOuld  seem  the  only  one  that  could  be  put  at  once  into  operation. 
For  the  time  being  it  may  be  presumed  that  no  concessions  below  the 
SSs  of  the  artl  1918  ire  likely  to  be  proposed  by  the  Execiitive 
or  «»nsidered  by  Congress.  Congress  could  provide  for  additional 
dutShe  design  bei4  not  to  bring  about  any  siibstantialchanges 
hi  the  general  toriff  mtei,  and  certMBly  not  to  entul  mcwased  prices 
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to  consumers,  but  to  secure  fair  reciprocal  treatmeut  from  foreign 
countries. 

Fonible  problems  of  fhe  fataie.— Looking  to  the  more  distant  future, 
the  choice  between  the  additional  and  the  conc^onal  methods  must 
be  influenced  by  the  international  relations  which  may  develop  as  a 
result  of  the  war.  The  latter  method  may  then  seem  as  effective  a 
method  as  tiie  former  for  securing  equality  of  treatment  frc«n  other 
countries.  More  particularly  may  this  be  the  case  if  the  conoe^ons— 
in  the  form  of  lowered  rates,  within  limits  set  by  Congr^s^be  ar- 
ranged with  the  intent  and  with  the  effect  of  their  being  applicable  to 
abnost  all  countries,  tlie  higher  non-concessional  rates  being  designed 
for  application,  if  at  all.  to  a  few  recalcitrant  countries  only.  Thus 
applied,  the  concessional  method,  as  has  already  been  said,  is  vir- 
tually a  more  conciliatory  form  of  the  additional  method.  It  still 
has  the  disadvantage  that  it  does  not  clearly  and  unequivocally  leave 
the  country  free  in  the  independent  determination  of  its  own  tariff 
policy.  It  is  less  satisfactorilv  adapted  to  the  single-tariff  system, 
which  the  United  States  has  generally  used  in  the  settlement  of  its 
own  internal  problems. 

Conclusion  as  to  methods.— To  conclude,  the  method  of  additional 
duties  is  that  which  can  be  put  into  effect  by  the  United  States  at 
<mce,  without  disturbance  of  its  general  tariff  policy,  and  without 
committing  the  country  definitively  as  regards  the  permanent  com- 
mi^rcial  arrangements  which  may  be  evolved  as  part  of  the  coming 
international  settlement.  The  necessary  flexibility  can  be  secured  by 
leaving  the  actual  imposition  of  additional  duties  to  the  discretion  of 
the  Preffldent,  who  shall  act  always  in  conformity  with  a  stated  gen- 
eral principle  and  subject  to  general  limitations  defined  by  statute. 
Indeed,  either  system,  the  concessional  or  the  additional,  can  be  safely 
applied  only  when  there  is  a  provision  for  elasticity  in  its  application 
and  administration.  It  would  seem  indispensable  that  a  considerable 
degree  of  freedom  be  left  to  the  executive  department.  The  restric- 
tions within  which  that  freedom  shall  be  exercised  must  be  prescribed 
according  to  the  judgment  of  Congress.  They  may  take  the  form 
of  limiting  the  additions  or  penalties  to 'Stated  ad  valorem  sup- 
plements to  the  existing  duties,  or  to  stated  ad  valorem  duties  (or 
equivalent  specific  duties)  on  articles  appearing  upon  the  general 
free  list.  The  earlv  enactment  of  legislation  authorizing  the  unpog- 
tion  of  additional  duties  at  the  discretion  of  the  President  is  accord- 
inglv  recommended  bv  the  Tariff  Commission. 

Concerning  the  position  which  the  United  States  should  take  with 
reo-ard  to  the  most-favored-nation  clause  the  Commission  now  makes 
no''  recommendation.  There  has  been  shown  in  the  body  of  the 
report  sharp  diversitv  between  the  usage  of  the  United  States  and 
that  of  most  other  countries  in  the  interpretation  of  that  clause; 
and  there  is  also  diversitv  of  opinion  as  to  its  present  and  future 
value.  An  attentive,  even  exhaustive,  consideration  of  its  form  and 
interpretation,  and  of  its  substantive  effect,  will  be  necessary  m 
the  course  of  the  coming  international  readjustments.  The  extent 
to  which  the  clause  mav  be  embodied  henceforth  m  commercial  and 
tariff  agreements  will  'depend  largely  on  the  general  character  of 
those  adjustments.  The  other  policies  which  the  Commission  recom- 
mends for  immediate  consideratitm  may  be  adopted  consistently  with 


BfiCIPBOClTY  AJSD  OOMMBBOIAL  TBEAXIES 


13 


the  use  of  either  of  the  two  mam  forms  ot  thcyno^t-tavoied-n.ition 
clause.  It  seems  to  the  Commission  premature  for  the  United  fetates 
to  commit  itself  at  this  moment  either  to  the  maintenance  without 
modification  of  the  country's  traditional  most- favored-nation  policy 
or  to  the  advocacy  or  adoption  of  a  different  policy.  .    .  a 

Finally,  it  can  not  be  too  much  emphasized  that  any  policy  adopted 
by  the  Umted  States  should  have  for  its  object,  on  the  one  hand,  the 
prevention  of  discrimination  and  the  securing  of  equahty  of  treat- 
ment for  American  commerce  and  for  American  citizens  and,  on  the 
other  hand,  the  frank  offer  of  the  same  equality  of  teeatment  to  aU 
countries  that  reciprocate  in  the  same  spint  and  to  the  same  effect. 
The  United  States  should  ask  no  sijecial  favors  and  should  grant  no 
special  favors.  It  should  exercise  its  powers  and  sbpuld  impose  ite 
penalties,  not  for  the  purpose  of  secunng  discnmmation  m  its  favor, 
but  to  prevent  discrimination  to  its  disadvantage. 

Respectfully  submitted.  . 
^        ^  F.  W.  Taussig,  Chmrman. 

Thomas  Walker  Page,  Vice  Chairman. 
David  J.  Lewis. 
WiixiAM  Kent. 
William  S.  Culbertson. 
Edward  P.  Costigan. 
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RECIPROCITY  AND  COMMERCIAL  TREATIES. 


INTRODUCTION  TO  THE  REPORT. 

Subject  and  scope  of  this  report.— The  report  is  concerned  pri- 
marily with  the  reciprocity  experiences  of  the  United  btates,  and, 
in  comiection  with  and  in  relation  thereto,  the  American  theory  and 
practice  of  most-favored-nation  treatment.  It  gives  also  somewhat 
wctensive  attention  to  tlie  tariff  systems  and  commercial  treaty  prac- 
tices of  other,  and  especially  of  European,  countries. 

Commercial  treaties.— Modem  commercial  treaties  cover  a  wide 
variety  of  subjects.  They  relate  to  the  treatment  to  be  accorded  to 
persons,  to  vehicles  of  communication  and  transportation,  and  to 
commerce  in  aU  its  phases.  Within  them  there  appear  provisions 
as  to  admission  of  diplomatic  and  consular  officials,  and  their  riglite 
and  activities;  hnmigration  and  emi^tion;  police  protection  and 
civil  rights;  conditions  of  travel,  residence,  and  trade;  exemptions 
from  extraordinary  levies,  forced  loans,  and  military  service;  navi- 
gation, quarantine,  and  harbor  regulations  and  duesj  conditions  tor 
importation,  exportation,  transit,  transfer,  warehousing;  tariffs  and 
customs  laws;  protection  to  patents,  copyrights,  and  trade-marte. 
In  a  tariff  study  those  provisions  are  of  duef  concern  which  have  to 
do  with  trade  and  with  customs  laws  and  regulations.  ^ 

Reciprocity  agreements.— In  the  adoption  of  a  commercial  jwlicy 
and  in  tlie  making  of  arrangements  connected  therewith,  every  State 
has  a  twofold  object— it  seeks  to  gain  and  to  preserve  for  itself 
advantages,  and  to  escape,  avoid,  and  guard  against  disadvantages. 
This  being  the  case,  the  making  of  a  commercial  treaty  becomes  a 
form  of  concluding  a  bargain.  . 

Where  each  of  the  parties  to  a  treaty  makes  special  concessions  to 
the  other  with  the  intention  that  the  transaction  shall  be  looked  upon 
as  a  particular  bargain  and  with  the  understanding  that  its  benefits 
are  not  to  be  extended  automatically,  generally,  and  freely  to  other 
States,  the  agreement  is  called  a  "  reciprocity  "  agreement. 

The  most-favored-nation  clause.— In  the  making  of  commercial 
treaties  a  State  may  or  may  not  seek  a  special  and  privileged  posi- 
tion, but  it  has  been  a  matter  of  especial  concern  to  each  State  to  be 
assured  that  it  shall  receive  treatment  at  tlie  hands  of  other  htates 
at  least  as  favorable  as  that  which  the  latter  accord  to  any  others. 
Each  State  desires  that  such  concessions  and  guarantees  as  have  been 
made  to  other  States  shall  be  extended  to  it;  also  that  all  which  may 
in  the  future  be  granted  to  other  States  shall  equally  be  granted  to  it. 

In  firder  to  s^eguard  against  oversight  at  the  moment  of  making 
a  treatv,  and  to  reduce  the  necessity  for  repetitions,  an  instrument 
was  devised  which  should  automatically  assure  cwr  offer  to  newly  con- 
tracting States  the  benefit  of  concessions  made,  previously  ^or  after- 
wards, to  third  States.  That  instrument  was  the  most-favored- 
nation  clause."  It  is  neither  the  purpose  nw  the  effect  of  the  most- 
favored  nation  clause  to  establish  a  « most-favored  nation;  '  on  the 
contrary,  its  use  implies  the  intention  that  the  maximum  of  advan- 
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tages  which  either  of  the  parties  to  a  treaty  has  extended  or  shall 
extend  to  any  ttiird  State — for  the  moment  the  "most-favored" — 
shall  be  given  or  be  made  accessible  to  the  other  party ;  thus  in  prac- 
tice to  prevent  the  establishing  of  distinctions  or  discrimination  in 
the  extending  of  concessions  and  guarantees. 

Conditional  and  muKniditional  forant  9i  the  most-favored-nation 
clause. — ^Up  to  the  time  of  the  American  Bevolution  the  most- 
favored-nation  provision  appeajred  in  but  one  form:  the  pledge  was 
not  qualified ;  no  limitations  were  laid  down  as  to  the  circumstances 
ander  which  concessions  granted  to  other  States  should  be  ext^ded  as 
between  the  contracting  parties.  But  in  the  first  American  treaty^ 
that  made  h\  the  American  Confederation  with  France  on  February 
6,  1778.  the  clause  was  given  a  new  phraseology.  In  this  treaty  there 
appeared  the  usual  pledge  that  advuiiuiges  which  either  of  the  con- 
tracting parties  had  granted  or  might  grant  to  a  third  State  should 
be  granted  to  the  other,  but  there  was  attached  a  qualifying  condi- 
tional provision.  « *  •  ♦  freely,  if  the  concession  (to  the  third 
State)  was  freely  made,  or  on  allowing  the  same  compensation,  if 
ihe  concession  was  conditional."  From  that  time  forward  the  luost- 
favored-nation  clause  has  been  used  sometimes  with  the  qualifying 
stipulation  and  sometimes  without  it.  Where  no  such  stipulation  is 
attached,  it  is  customary  to  speak  of  the  clause  as  being  "  uncondi- 
tional;" when  it  is  specified  that  there  ,  shall  be  compensation,  the 
clause  is  described  as  "conditional." 

European  and  American  practice. — From  the  tune  when  its  repre- 
sentatives first  subscribed  to  the  conditional  form  of  the  clause,  the 
United  States,  when  pledging  itself  to  favored-nation  treatment, 
has  employed  that  form  ahnost  without  exception.  The  States  of 
Europe,  which  had  previously  used  the  unconditional  form  only. 
hav«  since  employed  sometimes  the  one  and  sometimes  the  other  of 
the  two  forms— up  to  1850  veiry  frequently  the  conditional,  after 
1860  almost  exclusively  the  unconditional.  At  the  same  time,  in  the 
negotiation  of  their  earlier  treaties  the  European  States  had  been 
governed  strictly  by  the  principle  of  making  concessions  only  in  r»- 
tnm  for  concessions  sought;  they  had  been  in  the  habit  of  making 
treaty  bargains  with  those  States  only  from  which  they  wished  at  a 
particular  time  to  secure  particular  conc^ons.  The  American  Gov- 
ernment adopted  the  policy  of  offering  favorable  treatment  to  all 
who  would  reciprocate;  it  was  frankly  seeking  to  secure  equality 
of  opportunity  in  foreign  markets,  and  it  offered  equality  of  oi)por-' 
tunity  to  all  countries  seeking  American  markets  on  the  basis  of 
mutual  concessions. 

The  willingness  to  treat  with  all  nations  equally  and  to  offer  the 
same  concessions  to  all  in  return  for  compensatory  concessions  by 
each  was  essentially  a  step  forward.  It  was  no  part,  however,  of  the 
American  policy  to  give  to  some  States  "  freely  '  such  concessions  as 
were  given  to  others  in  consideration  of  reciprocal  concessions.  The 
earliest  American  statesmen  adopted  the  "  special  bargain  "  principle, 
and  the  American  Government  has  acted  ever  since  in  conformity  with 
the  conception  that  commercial  concessions  are  to  be  given  for  spe- 
cific compensation,  and  that  most-favored-nation  treatment  implies 
and  requires  nothing  more  than  the  granting  of  opportunity  to 
purchase,  on  the  basis  of  reciprocal  give  and  take,  treatment  iden- 
tical with,  or  sinjilar  to.  that  accorded  other  States. 
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Changes  in  European  practioe — Tariff  schedules  by  negotiation.— 
European  States  have  long  since  altered  their  commercial  policies : 
ti^ey  nave  experimented  with  various  tariff  systems;  or  they  have 
adtmted  new  theories  and  practices  in  regard  to  commercial  treaties 
ana  treaty  bargaining.  The  commercial  liberalism  which  met  with 
favor  in  the  leading  Stotes  of  Europe  after  the  middle  of  the  nine- 
teenth century  emphaazed  the  theory  and  practice  of  generaliz- 
ing concessions— that  is,  of  extending,  without  condition,  to  ail  na- 
tions entitled  to  mosb-favored-nation  treatment,  tiie  benefit  of  con- 
cessions made  to  any.  Thus  the  use  of  the  unconditional  form 
of  the  most-favored-natioh  clause,  together  with  the  apph^tion 
of  the  unconditional  interpretaticm,  became  the  common  Euro- 
pean practice.  Notwithstanding  later  changes  in  thiar  commercial 
policies  and  tariff  systems,  European  States  have  found  it  stiU 
convenient  to  generalize  the  concessions  which  they  make,  and  such 
being  the  case,  their  most-favored-nation  practice  has  remained,  and 

is,  "unconditional."  .    ,  .       ^  •      ^  -it 

Many  of  these  States  now  devise  the  rates  m  their  statutory  tantt 

schedules  with  distinct  and  particular  reference  to  bargaining  possi- 
bilities; they  expect  to  make  reductions,  on  the  basis  of  concession 
for  concession,  bv  negotiaticn  with  other  States  individually,  and 
then  to  extend  the  benefit  of  all  their  reductions,  generalizing  them, 
to  all  the  States  with  which  they  have  most-favored-nation  agree- 
ments. 

Practice  of  the  United  States— Single-tariff  system.— These  practices 
the  United  States  has  not  adopted.  Throughout  the  taritf  history 
of  the  United  States  there  has  been  an  unbroken  line  of  tariff  laws 
in  which  it  has  been  the  uniform  practice,  except  for  the  slight  de- 
viation in  1909,  to  employ  a  single  list  of  fixed  duties  intended  for 
general  application  to  imports  from  all  countries  alike.  It  has  not 
b&ea  the  policy  of  the  United  States  to  modi  i  \'  its  schedule  of  duties 
by  grantmg  concessions  to  various  nations  with  the  intention  that 
the  concessions  shall  be  grouped  into  a  supplementary  tariff 
schedule  and  be  extended  to  all. 

As  a  result  of  the  contmmty  of  its  tariff  policy  in  this  respect,  the 
commercial  treaty  pledges  to  which  the  United  States  lias  subscribed 
exhibit  less  variation  in  intent  and  wording  than  appc:irs  in  Euro- 
pean treaties.  Thece  has  been  a  continuity  in  the  American  con- 
ception and  construction  of  these  pledges,  particularly  ()f  the  most- 
favored-nation  clause,  which  has  not  been  paralleled  in  the  course 
of  the  European  conception  and  interpretation. 

While  the  United  States  has  not  practiced  the  type  of  commercial 
treaty  bargaining  now  prevalent  in  Europe,  it  has,  however,  had  no 
little  experience  with  tariff  treaties  in  the  pursuance  of  "reciprocity.^ 
The  American  conception  of  a  commercial  treaty  as  an  agreement 
based  on  the  principle  of  bargaining  has  made  it  possible  for  the 
United  States  to  enter  in  good  faith  into  "reciprocity"  agreements 
with  individual  countries,  giving  and  receiving  special  concesdons. 
Bv  means  of  reciprocity  treaties,  the  United  States  has  granted 
various  concessions  to  certain  countries,  for  compensation,  and  has 
accepted  concessions  from  them.  This  has  involved  in  each  case  par- 
ticular reductions  from  the  rates  established  in  the  general  tariff. 
In  most  cases  the  determination  to  enter  into  such  agreement  has 
come  as  a  result  of  unusual  circumstances,  such  as  a  peculiar 
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geographical  factor  or  peculiar  political  relations.  Having  made 
concessions  under  special  circumstances,  or  for  special  compensation, 
the  United  States  has  not  considered  it  obligatory  or  even  just  to 
extend  the  same  favors  to  third  states  "  freely."  ,  .  ,  , 

Differences  in  principles  and  practices —The  principle  which  has  con- 
sistently guided  the  practice  of  the  United  States  in  respect  to  treaty 
bargaining  is  thus  different  from  that  which  has  prevailed  in  Europe 
in  recent  decades.  The  American  and  the  European  conceptions  of 
ledprocity  and  of  the  proper  function  of  the  most-favored-nation 
dause  have  differed.  Proper  appraisement  6f  either  requires  an 
understanding  of  the  commercial  theories  and  policies  and  of  the 
tariff  systems  and  practices  with  which  it  is  associated  and  of  which 
it  is  made  an  instrument.  To  make  possible  such  an  appraisement, 
the  Tariff  Commissioii  has  madA  tfae  studies  which  constitute  the 
baas  of  this  repiurt. 


SUMMARY  OF  THE  REPORT 


L  RECIPROCITY  AND  TARIFF  AGREEMENTS  OF  THE 

UNITED  STATES. 

The  reciprocity  experiences  of  the  United  States.— Reciprocity  trea- 
ties, in  the  specialized  sense  indicated  above,  have  been  an  incrons- 
in^y  important  factor  in  the-  commercial  policies  of  the  United 
States.  Before  1890  seven  such  treaties  had  been  negotiated;  but 
of  these  only  two,  those  made  with  Canada  in  1854  and  with  Hawaii 
in  1876,  became  effective.  A  commercial  agreement  of  minor  mipor- 
tance  was  concluded  with  Spain— for  Cuba  and  Porto  Kico— in  188^, 
which  agreement  remained  in  effect  until  1892. 

In  accordance  with  section  3  of  the  tariff  act  of  1890,  reciprocity 
airreements  of  a  more  generalized  type  were  made  with  six  American 
countries,  and  with  Austria-Hungary,  Germany,  Great  Britain  (for 
the  West  Indies)  and  Spain  (for  Cuba  and  Porto  Rico).  These  were 
terminated  when  the  tariff  act  of  1894  went  into  effect. 

Under  the  provision  of  section  4  of  the  tariff  act  of  1897,  treaties, 
also  of  a  more  generalized  type,  were  negotiated  with  Great  Britain 
(for  certain  colonies),  Denmark  (for  the  Dani^West  Indies), 
Nicaragua,  Ecuador,  the  Argentme,  and  France.  These  were,  how- 
ever, never  ratified.  Agreements  more  restricted  m  scope  were 
concluded  under  section  3  of  this  act  with  France,  Portugal,  G«r- 
many,  Italy,  Switzerland,  Spain,  Bulgaria,  Great  Bntain,  and  the 
Netherlands.  These  were  terminated  by  the  act  of  1909.  ^ 

Since  1904  special  treatment  for  United  States  imports  mto  Brazil 
has  been  established  by  a  special  arrangement.  In  1903  a  trwil^, 
independent  of  general  tariff  legislation,  was  made  with  Cuba.  Ihis 
treaty  is  still  in  effect.  In  1909-1911  President  Taft  arranged  with 
representatives  of  the  Canadian  Government  for  a  reciprocity  agree- 
ment between  Canada  and  the  United  States,  but  this  failed  of 
ratification  by  Canada. 

1.  THE  CANADIAN  BBCIPROCITY  TREATY  OF  1864. 

The  arrangement  which  the  Canadian  people  rejected  m  1911  waa 
but  the  latest  of  a  longseries  of  attempts  which  have  been  made  to 
bring  Canada  and  the  United  States,  by  the  removal  of  commercial 
restrictions,  into  closer  commercial  relations.  Only  once  has  such  an 
attempt  been  successful.  A  reciprocity  treaty^  negotiated  in  1854  was 
ratified,  was  put  into  force  in  1855,  and  remained  m  force  for  eleven 
vears  The  great  revolution  in  colonial  and  commercial  pohcy 
which  was  carried  through  by  the  British  Government  m  and  after 
1846  had  thrown  the  British  North  American  Provinces  very  much 
upon  their  own  resources  economically.  Among  policies  possible  at 
the  moment,  the  most  promising  was  that  of  close  commercial  rela- 
tions with  the  United  States,  and  to  this  the  Canadian  Government 
committed  itself.  ^ 
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Tentative  negotiations  looking  to  reciprocity  were  begun  m  1846. 
It  was  agreed  in  ISiS  that  reciprocity  slioukl  be  secured  by  concur- 
rent legislation.   The  necessary  legislation  was  passed  by  the  Cana- 
dian Parliament  and  by  the  House  of  Representatives  in  the  United 
States,  but  it  never  came  to  a  vote  in  the  Senate.   The  liritish  Cjov- 
ernment  next  proposed  that  there  should  be  a  reciprocity  treaty  but 
President  Tyler  objected  to  this  on  constitutional  grounds.   In  18o2 
the  fisheries  question  assumed  very  serious  aspects,  and  the  liritish 
Government  refused'to  discuss  the  diplomatic  points  therein  involved 
if  the  discusraon  of  reciprocity  were  excluded.    Concerned  over 
the  political  consequences  mum  more  than  over  the  trade  rela- 
tions of  the  Cana^an  Provinces,  the  Britidi  Government  finally 
Dushed  negotiations  to  a  successful  conclusion  in  Washington  m  1854 
A  treatywas  signed  and  ratified  which  provided  that  the  United 
States  wid  Canada  should  enjoy  mutually  the  Atlantic  coast  fish- 
eries and  the  canal  systems  of  both  countries  and  which  provided 
also  for  the  use  by  Americans  of  the  St.  Lawrence  River  and  by 
British  subjects  of  Lake  Michigan.  With  respect  to  commerce,  it 
virtually  established  free  trade  in  natural  products  between  the 
United  States  and  the  British  North  American  Provmces.  The 
legislation  necessary  to  make  the  treaty  effective  was  passed  on 
both  sides,  and  the  treaty  was  put  into  effect  by  proclamation  of 
President  Pierce  on  March  16,  1855.  It  was  to  run  for  ten  years, 
and  thereafter  subject  to  two  years'  notice  for  temmation. 

The  operation  of  the  treaty.— The  treaty  achieved  the  mam  nurpose 
for  which  it  was  negotiated— relief  of  the  tension  over  the  fisheries 
controversy ;  but  it  did  not  have  the  effect  of  stimulating  the  Ame^ 
ican  fishing  industry.  The  opening  of  the  St.  Lawrence  River  and 
the  Canadian  canals  to  American  shipping  did  not  result  m  an 
increase  in  American  traffic  on  those  highways,  but  it  did  afford  a 
choice  of  routes,  which  relieved  congestion  and  msured  reasonable 
ndlway  rates  to  the  Atlantic  sea  boa  nl. 

In  any  attempt  to  estimate  tlu'  etl'ect  of  the  tariff  changes  on  the 
trade  between  Canada  and  the  United  ^States,  cognizance  must  be 
taken  of  a  number  of  factors  wliich  coinphcated  the  situation  and 
of  facts  which  make  calculations  dilliciilt.  The  investment  m  Canada 
of  great  sums  of  English  capital,  tlio  Crimean  AVar.  the  opening  of 
new  settlement  areas  in  the  West,  increase  in  population,  improve- 
ment of  transportation  facilities,  cpf"'"!:''"  commercial  crisis 
in  both  countides  in  1857,  finaticial  .lilHciillirs  leading  to  a  funda- 
mental change  in  Canadian  fi-cal  pohcy,  and,  imally,  the  Civil 
War— all  these  influenced  the  course  of  developments  both  within 
each  country  and  between  the  two,  making  it  impossible  to  determine 
conclusively  with  regard  to  various  increases  and  decreases  whether 
thev  were  or  were  not  consequences  of  the  treaty.  The  trade  statis- 
tics of  the  period,  also,  both  Canadian  and  American,  are  by  no 
means  satisfactory  for  the  purpose  of  making  accurate  calculations. 

There  resulted  trom  the  treaty  increased  trade  with  Canada,  which 
was  more  marked  in  regard  to  imports  from  Canada  than  in  regard 
to  exports  to  Canada.  During  the  treaty  period,  the  relative  share  of 
the  United  States  in  Canada's  import  trade  mcreased;  after  the 
termination  of  the  treaty,  it  declined.  While  the  treaty  actually  bene- 
fited some  American  producers  and  injured  none  save  fishwg,  lumber. 
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and  possibly  coal  interests-and  these  m  small  degree-it  wfs,  on  the 
^ole,  of  greater  benefit  to  the  export  trade  of  Canada  than  to  that  of 
Se  United  States.  It  was  anticipated  when  the  treaty  concluded 
Sat  such  would  be  the  case,  but  it  was  expected  that  the  Un  ted 
Stote«  would  be  compensated  for  this  by  the  opening  of  the  Canadian 
^fiZries  and  4at^ays  and  by  the  benefits  to  American  rail- 
ways and  commission  houses.  These  expectations  were  fulfilled  in  a 
SdOTable  measure  until  the  revision  of  fiscal  policy  m  Canada  and 
SrStioiT^  Civil  War  in  the  United  States  altered  the  situ- 
ation. During  the  eleven  years  of  the  rwiprocity, 
Se  between  tiie  two  countiries  increased  approximately  threefold, 
and,  for  the  United  States,  tiie  tirade  with  Canada  beciwie  second  in 
Liportance  only  to  that  with  Great  Bntam.  How  much  of  this  was  , 
due  to  the  improvement  in  general  relation  between  the  two  co^ 
tries  and  how  much  to  the  ^^^Vvfit^P^ov^^oithe  trea^ 
be  determined.  But  it  may  safely  be  ''^^^^^^^^^ ^^.^''^ 
features  the  reciprocity  arrangement  oontnbuted^rgely  to  tihe  v^ 
considSable  growth  of  trade  and  that  both  countanes  were 

^^Abrogation  of  the  treaty.-The  main  causes  ^^ich  broi^ht  i^ut 

the  abrogation  of  the  treaty  were  the  adoption  of  P^otertiom^prm- 
ciples  and  practices  in  Canada,  the  resentment  aroused  m  the  United 
Stet4  by  the  attitude  of  Canada  during  the  Civd  War,  and  the  need 
ofi^reLd  revenue  in  both  countries.  To  these  may  be  added  the 
dissSaction  of  tiie  fish,  lumber,  and  coal  interests  m  the  Umted 

^^The  denunciation  of  the  treaty  came  from  the  side  of  the  United 
Stetes  In  the  wSter  of  1863-64,  a  bill  calUng  for  abrogation  was 
paS^d  in  Confess,  and  on  March  17  tiie  President  gave  the  required 
vear's  notice  for  termination.  .         ,       .     ,    •  „^i„„j 

^  Meets  of  the  »brogatioii.-The  termination  of  the  treaty  mvolyed 
thetermination  of  tiie  arrangements  which  had  relieved  the  political 
tra^i^^nCanadian-American relations.  It  offered  the  possibility  of 
SSs  political  consequences.  The  action  of  the  United  States  and 
Se  host^e  attitude  of  tiie  American  people,  of  which  it  was  an  evi- 
Jten^^rSe  prominent  among  the  factors  which  brought  about,  in 
IgSrthJTmi&ng  of  tiie  Canadian  Provinces  into  tiie  Dommion  of 

"commercial  eflfects  of  tiie  abrogation  were  less  than  had  been 
«J>^ted  In  so  far  as  trade  was  affected  at  all,  it  was  the  United 
Ks  rithS  cSiada  tiiat  suffered.  The^  chief  direct  effects 
on  the  iS  States  seem  to  have  been  to  lay  the  burden  of  certain 
duties  on  the  American  consumer  and  to  divert  from  American  rail - 
wavs  and  merchants  a  part  of  tiie  basinesB  of  transporting,  handhng. 
Tnd  reexporting  CanaSm  produce.  The  chief  indirect  result  was 
?o  esSh  among  the  Canadian  people  a  sense  of  grievance  which 
affected  trade  to  S>me  extent  and  which  undoubtedly  contributed  in 
nrsmall  measure  later  to  Canada's  rejection  of  reciprocity  when  tiie 

^"^S  r^st'oS^^^  thirty  years  after  the  t^^ 

of  the  treaty,  Canadians  continued  to  exprpi  a  desiro  for  red^soeaty, 
and  they  made  overtures  several  times  to  that  end. 
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The  treaty  of  Washington  of  1871,  disposing,  among  other  things, 
of  the  fisheries  and  the  waterways  controversies,  was  a  bitter  disap- 
pointment to  the  people  of  Canada.  They  felt  that  the  British  Gov- 
imment  had  thrown  away  the  most  effective  lever  for  opening  the 
American  market  When  the  Liberals  entered  office  in  1874,  they  sent 
Mr.  George  Brown  to  the  United  States  to  negotiate  for  reciprocity. 
Mr.  Brown  offered  reciprocity,  not  only  in  reference  to  natural  prod- 
ucts, but  also  on  a  long  list  of  manufactures.  A  treaty  was  dratted, 
but  with  the  proviaon  that  everything  made  f ree  by^  Canada  to  the 
United  States  should  also  be  made  free  to  Great  Britam,  and  the  ben- 
ate  rejected  the  draft  The  Conservative  ^arty  m  Canada  thereafter 
urged  a  policy  of  consistent  retaliation  against  the  United  States,  and 
they  secured  an  overwhehning  victory  at  the  polls  in  1878.  in  the  en- 
suing tariff  act  of  1879  the  Canadian  free  list  was  materially  abbrevi- 
ated? In  1887  Canadian  commismoners  offered  to  negotiate  a  treaty 
combining  a  settlement  of  the  fisheries  quotum  with  reciprocity,  but 
this  proposal  was  rejected  by  Secretary  of  State  Ba^wd.  The  hostil- 
ity which  had  characterized  the  relations  of  the  ^o  countries  for 
twenty  years  was  by  this  time  rapidly  decreasing  and  ^laal  attitudes 
became  more  conciliatory.  In  the  spring  of  1888  the  House  Commi^ 
tee  on  Foreign  Affairs  recommended  that  a  commission  be  appomted 
to  meet  with  Canadian  commissioners  and  prepare  a  plan  for  com- 
mercial union,  and  at  the  next  session  a  bill  to  that  end  was  passed 
in  the  House,  but  was  not  acted  upon  in  the  Senate.  ,        ,  ^ 

In  1890  a  reciprocity  treaty  with  Newfoundland  was  dra^  at 
Washington,  but  this  was  withheld  by  the  British  foreign  office  at 

tihe  instance  of  Canada.  .     r^  ^  ■  n 

Between  1890  and  1892  the  Conservative  Government  in  Canada 
made  another  effort  to  secure  reciprocity,  but  the  terms  which  it  pro- 
Dosed  were  not  acceptable  to  Mr.  Blaine,  nor  were  hio  proposals  ac- 
Rentable  to  the  British  and  Canadian  representatives.  This  was  the 
last  effort  of  the  Conservatives  on  behalf  of  reciprocity.  Thereafter 
Canadian  public  sentiment  even  among  the  Liberals  swung  strongly 
toward  the  "  National,"  self-sufficiency  policy,  and  from  1891  to  1910 
the  redprodty  queatiOTi  ceased  to  be  a  live  issue. 

2.  THE  HAWAIIAN  WBCIPBOCITY  TRBATY  OP  1876. 

The  reciprocity  treaty  concluded  between  Hawaii  and  the  United 
States  in  1876,  which  was  m  operation  for  twenty-five  years,  was  a 
product  of  political  rather  than  of  economic  considerations. 
-  The  location,  resources,  and  political  weakness  of  Hawaii  made 
the  islands,  from  the  early  part  of  the  nmeteenth  century,  attractive 
to  several  strong  powers.  Their  stratefflc  positipn  made  it  inevitable 
that  the  United  States  should  view  wSh  uneasmess  and  dissatisfac- 
tion their  being  brought  under  the  control  of  any  other  power. 

Several  times  before  the  middle  of  the  nmetrontii  century,  Eu- 
ropean States  had  made  attempts  upon  Ae  pohtical  mtegnty  at 
Hawaii.  In  1851  the  King  of  Hawaii  actuaty  prepared  to  place 
his  Kingdom  under  the  protection  of  the  Umted  States  in  or^er 
to  escape  the  aggression  of  a  European  power  SSS 
followed,  it  became  evident  that  protection  by  the  Umted  States 
was  necessary,  and  the  choice  of  methods  lay  between  jeciproci^ 
and  annexation.   An  annexation  treaty  was  negotiated  in  1854, 


BBGIFBOCirY  AND  COMMEECIAL  TBEATIEa 


23 


but  was  not  concluded.  In  the  next  year  a  reciprocity  treaty  was 
negotiated,  but  this  failed  of  ratification.  In  1867  for  the  second 
time,  a  reciprocity  treaty  was  negotiated,  but  the  attention  ot  Con- 
lEieS  was  very  much  taken  up  with  other  matters,  problems  of 
TOConsti-uction  were  imperative,  and  the  treaty  did  not  secure  rati- 
fication. In  1874  the  question  was  brought  up  under  peculiarly  tav- 
orable  circumstances,  and  in  the  next  year  a  reciprocity  treaty  was 
negotiated  and  ratified.  Congress  thereafter  passed  the  legislation 
necessary  for  putting  it  into  effect,  and  it  went  into  force  on  beptem- 

**^*tiie  ire&ty  there  were  no  political  concessions  other  than  the 
Dledse  that  wMle  the  treaty  remained  in  force  Hawaii  would  not 
fease  territory  or  grant  special  privileges  to  any  other  power,  or 
make  any  treaty  by  which  any  other  powers  should  obtain  the  same 
privileci  which  were  assured  by  the  treaty  to  the  Umted  States. 
The  commereial  provisions  involved  the  admission  by  each  country 
of  a  considerable  number  of  products  of  the  other,  free  of  duty. 
Claims  of  right  to  the  benefit  of  the  commereial  conce^ons  were 
soon  advanced  by  certain  nations,  on  the  basis  of  the  most-favored- 
nation  clause.  The  United  States  oombatted  tiiese  daims,  on  the 
score  both  of  the  conditional  interpretation  off  the  moet-favored- 
nation  clause  and  of  the  special  and  pecuUar  dreumstancMS  governing 
the  relations  between  Hawaii  and  the  Umted  States,  and  the  Ameri- 
can contention  was  ultimately  accepted.  .    <ooo  a 

The  question  of  the  renewal  of  the  treaty  came  up  m  1882.  A 
convention  to  extend  its  term  was  negotiated  in  1884.  It  was  recog- 
nized that  the  operation  of  the  treaty  was  more  advantageous  com- 
mercially to  Hawaii  than  to  the  United  States,  but,  even  more  than 
in  1875,  political  considerations  weighed  in  the  minds  of  American 
statesmen.  There  was  incorporated  in  the  convention  which  was  to 
extend  the  treaty,  a  provision  for  the  cession  of  Pearl  River  Harbor 
to  the  United  States  as  a  naval  base.  This  became  an  item  in  the 
bargain.  The  convention  was  finally  ratified,  after  its  adoption  had 
been  strongly  urged  by  President  Cleveland,  in  1887.  It  extended 
the  duration  of  the  original  treaty,  without  any  alteration  in  the 
commereial  reciprocity  provision,  for  a  period  of  seven  years  from 
the  moment  of  ratification,  and  thereafter  subject  to  one  year's  notice. 

Effects  of  tiitt  treaty.— The  most  important  articles  of  Hawaiian 
export  in  the  reciprocity  group  were  brown  sugar,  molasses,  fruits 
and  nuts,  and  rice.  These  comprised  at  all  times  more  than  three- 
fourths  of  the  aggregate  exports  of  the  islands.  Sugar  was  first  in 
importance,  in  a  class  by  itself..  The  chief  consideration  which 
Hawaii  received  was  the  admission  into  the  United  States,  duty 
free,  of  the  specified  products  originating  in  the  islands,  while  similar 
commodities,  when  coming  from  other  sopoes  were  sub]wted  to 
substantial  rates  of  duty.  The  special  preferwice,  not  the  free  ad- 
mission, was  the  significant  feature  so  far  as  me  effect  on  Uawauan 

exports  was  concerned.  .  ^.i.    i.  «_    ^  xu 

Even  before  the  establishment  of  reciprocity,  the  bulk,  of  the 
Hawaiian  exports  had  gone  to  the  United  States.  Undw  reciprocity 
the  percentage  increased,  and  after  annexation  the  Umted  States 
absorbed  practically  the  whole  of  the  Hawaiian  exports. 

Reciprocity  was  more  conspicuously  effective  m  increasing  the 
absolute  amount  of  Hawaiian  exports  to  the  United  States  than  m 
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increasing  the  share  which  these  formed  of  the  total  Hawaiian 
exports.  The  exports  multiplied  to  many  times  the  maximum  figure 
which  they  had  reached  previously.  The  one  commodity  signally 
affected  was  sugar,  the  Hawaiian  production  and  export  of  which 
increased  enorniously,  beyond  all  expectation  and  imagination.^  The 
remission  of  duty  on  this  sugar  was  not  followed  by  a  reduction  in 
price  to  the  American  consumer;  the  gain  went  to  the  sugar  pro- 
ducers. Under  this  stimulus  the  cultivation  of  sugar  in  the  islands 
became  highly  intensified. 

The  eflfects  of  the  United  States  tariff  act  of  1890  emphasized 
among  Hawaiian  commercial  interests  the  insecurity  of  a  position 
dependent  on  reciprocity  alone,  and  the  question  of  annexation  came 
again  strongly  to  the  fore.    Dissatisfaction  with  the  government  of 
the  islands,  together  with  actual  political  disturbances,  strengthened 
the  desire,  as  well  as  the  case,  of  those  who  favored  putting  the  islands 
under  the  control  of  the  United  States.   The  political  disturbances 
ended  m  a  revolution  in  1893,  and  the  temporary  government  which 
came  into  control  asked  immediately  for  annexation,  but  this  the 
United  States  refused.  A  permanent  government  of  republican  form 
was  thereupon  organized  in  Hawaii.    With  the  passage  in  the  United 
States  of  the  tariff  act  of  18»4j  which  once  more  put  Hawaiian  sugar 
in  a  favored  position,  economic  conditions  in  the  Islands  improved. 
But  the  failure  of  reciprocity  to  assure  constantly  favorable  condi- 
tions was  remembered,  and  in  1897  the  agitation  for  annexation  was 
renewed.  In  the  course  of  the  next  yew,  in  view  of  the  fact  that 
the  United  States  was  at  war,  annexation  appeared  highly  desirable, 
and  the  administration  resorted  to  the  procedure  of  a  ]omt  resolution 
of  both  Houses.   Such  a  resolution  was  passed  in  the  summer  of 
1898  and  the  President  of  Hawaii  surrendered  the  sovereignty  of 
the  islands  on  August  12,  1898.  The  tariff  arrangements  of  the 
treaty  continued  in  effect  until  June  15, 1900,  when  the  Organic  Act 
providing  for  the  political  reorganization  of  the  islands  beeame 

^^^The  m'osperity  and  greatly  increased  purchasing  power  which 
reciprocitv  had  brought  Hawaii  under  the  influence  of  the  tariff  pref- 
erence to  Hawaiian  producers  had  resulted  in  an  uicrease  of  unports 
into  Hawaii  from  the  United  States.  This  was  not,  however,  com- 
parable in  volume  to  the  increase  of  imports  from  Hawaii  m^  the 
United  States.  The  commercial  development  of  Hawaii  had  led  also 
to  increased  demand  for  the  services  of  American  shipping,  banking, 
insurance,  and  the  like.  But  when  all  the  various  factors  have  been 
taken  into  account,  the  conclusion  is  inevitable  that  the  reciprocity 
relationship  with  Hawaii  was  economically  unprofitable  to  the  United 
States.  However,  in  a  comprehensive  estimate,  the  fact  must  not  be 
overlooked  that  in  entering  into  the  reciprocity  arrangement  Con- 
gress had  not  been  actuated  primarily  by  economic  considerations. 

3.  NEGOTIATIONS,  1883-lMO. 

In  the  decade  following  1880,  repeated  efforts  were  made  to  develop 
closer  trade  relations  with  Latin  America,  and  several  treaties  were 
negotiated,  but  these  did  not  secure  the  ratificaticm  of  the  United 
States  Senate. 
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4.  TB&ATIE&  AND  AGBEEMENTS  UNDER  THE  TARIFF  ACT 

OF  1890. 

The  legislative  record.— The  provision  in  the  tariff  act  of  1890  for 
the  imposition  of  penalty  duties  upon  imports  from  countries  which 
discriminated  in  their  tariff  treatment  against  goods  from  the^United 
States  may  be  considered  the  first  authorization  ever  given  by  Lon- 
«ress  for  a  comprehensive  program  of  tariff  bargaining. 

Early  in  1890,  with  the  KepubUcan  party  in  power,  the  McKinley 
tariff  bill  was  introduced.  It  provided  for  several  changes  in  the 
tariff  schedules,  important  among  them  being  the  free  admission  ot 
fiocar  and  mdasses;  but  it  contained  no  reciprocity  provision  m 
SSb  of  the  strong  recommendation  of  Mr.  Blame,  Secretary  of  State, 
<Lt  such  a  provision  be  incorporated  in  the  bilL  The  biU  passed 

the  House  od.  May  21.  ,  .  ,       ,  j  i 

In  the  Senate  an  amendm«it  was  offered  which  would  have  prac- 
tically established,  through  negotiation,  free  trade  between  the 
United  States  and  the  Latm-American  countries.  This  never  came 
to  a  vote.  The  Finance  Committee  finaUy  recommended  an  amend- 
ment which  would  leave  coffee,  tea,  hides^  sumr,  and  molasses  on  the 
free  list,  but  at  the  same  time  would  provide  that  the  President  might 
suspend,  by  proclamation,  their  free  admission  from  countries  im- 
posing unequal  or  unreasonable  duties  on  producte  of  the  United 
States,  and  instead  might  impose  thereon  a  Jat^  bst  of  penalty 
duties.  The  bill,  so  amended,  was  passed  by  the  S^te,  and,  after 
aoing  to  conference  without  receiving  any  modificataon  of  its  ba^ 
Saining  features,  became  law  on  October  1,  1890.  Congr^  aimed 
%  this  act  to  secure  more  favorable  trade  relations  with  other  coun- 
tries  by  penalizing  such  countries  as  did  not  treat  f°»«?*»\P^^^^ 
favorably,  rathe" than  by  following  the  method  which  >ad  b^n 
favored  by  the  administration-that  of  remitting  or  lowering  duties 
on  the  products  of  countries  which  in  return  would  make  similar 
tariff  concessions.  The  act  gave  the  President,  withm  prescribed 
limits,  a  free  hand  in  negotiations.  The  articles  upon  which  penaltv 
duties  could  be  imposed,  especially  sugar,  were  particularly  adapted 
to  bargainmg  with  South  and  Central  American  countries  and  also 
with  the  great  beet-sugar  producing  States  of  li'Urope. 

Under  the  terms  of  this  act.  Secretary  Blaine  began  the  negotiation 
of  a  series  bf  agreements.  Between  January  31  1891  and  May  26 
1892,  ten  reciprocity  arrangements  were  concluded,  all  but  two  of 
tS  being  wSh  countries  of  the  Western  Hemisphere.  In  each  of 
these  agrlSnents  the  United  States  undertook  to  admit  free  of  duty, 
when  coming  from  the  other  country,  the  five  articles-coffee,  tea, 
sugarfand  mohisses--enumerated  m  the  penalizing  provision 
of  the  act.  In  most  cases  the  other  contracting  party  agreed  to 
admit  free  or  at  substantially  induced  tariff  rates  the  bulk  of  its 
imports  from  the  United  States.  i    ,  •    tt        ^  j 

The  penalty  duties  were  unposed  only  on  Colombia,  Venezuela,  and 
Haiti  after  these  States  had  been  asked  to  negotiate  and  had  failed 
satisfactorily  to  respond.  Several  other  countries,  producer  of  the 
specified  articles,  conspicuously  the  Argentine  and  Mexico,  failed  to 
conclude  agreements,  but  the  penalty  duties  were  not  imposed  on 
them ;  and  this  led  to  protests  by  Colombia  and  Venezuela  against 
what  they  considered  to  be  unfair  discnmmatioii. 
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of  mipui  ts  and  exports  during  the  period  covered  by  these  reciprocity 
treaties  indicates  that  the  penalty  duties  were  moderately  etfectiye 
both  as  a  measure  of  retaliation  and  as  a  means  of  seeurmg  tariff 
favors.  There  was  a  marked  decrease  in  the  imTOrts  from  the 
penalized  countries.  The  conditions  of  the  sugar  mdusti^  "^"lif 
possible  to  secure  liberal  tariff  concessions  in  return  for  a  free  marKet 
for  sugar  in  the  United  States,  while  at  the  same  time  the  mipoffltion 
of  the  penalty  duties  did  not  prevent  the  consumer  from  prohting 
through  the  fall  in  the  price  of  sugar  in  the  American  market. 

Exports  from  the  United  States  to  the  reciprocity  States,  favored 
by  special  reductions  of  duty,  showed  a  substantial  increase,  in  spite 
of  the  handicap  of  severe  industrial  depression  and  revolutionary 
disturbances  existing  in  many  of  these  States,  while  at  the  same  time 
there  were  decreases  in  the  aggregate  exports  to  all  other  countries. 

The  termination  of  the  reciprocity  agreements.— In  1894,  under  a 
Democratic  administration,  a  new  tariff  act  was  passed  which  did 
away  with  the  reciprocity  provision.  It  imposed  a  duty  on  raw 
sasar,  raised  that  on  refined  sugar,  and  repealed  the  bounty  on  the 
domestic  product.  It  further  provided  tliat  treaties  not  inconsistent 
with  this  new  provision  might  remain  in  force;  but  the  reimposition 
of  the  duty  on  raw  sugar  acted  almost  automatically  to  annul  the 
agreements  made  under  the  act  of  1890,  and  was  so  interpreted  by 
tbe  State  Department.  Protests  were  made  against  the  reimposition 
of  the  duty  on  sugar  and  against  the  abrupt  termination  of  the 
agreements  of  the  act  of  1890  by  several  of  the  countries  concerned. 
C^iisiderable  resentment  was  shorn,  and  measnxes  of  retaliation  fol- 
lowed in  certain  cases.  i     ju     ,         x  i- 

The  termination  of  these  agreements  left  only  the  treaty  mth 

fibwaii  in  operation^ 

5.  TB^TSm  AND  AGREEMENTS  UNDER  THE  TARIFF  ACT 

OF  1897. 

In  the  congressional  elections  of  1896  the  Republican  Party  once 
more  came  into  power.  Reciprocity,  as  a  means  of  securing  fairness 
of  treatment  for  the  expanding  export  trade  of  the  United  States  in 
Europe,  had  been  made  a  plank  in  the  platform  upon  which  the 
election  was  carried.  . 

The  passing  of  the  tariff  act  of  1897.— At  a  special  session  of  Con- 
gross,  called  on  March  18, 1897,  the  Dingley  tariff  bill  was  introduced. 
This  provided,  in  section  3,  for  tariff  bargaining  by  two  meth- 
ods. The  first  part  of  the  section  contained  a  provision  empowering 
the  President  to  reduce  duties  on  a  specified  list  of  articles  (includ- 
ing argols,  wines,  and  sugar)  when  coming  from  countries  making 
eqaivalent  concessions  to  the  products  of  the  United  States.  The 
second  part  consisted  of  a  penalizing  proviaon,  also  to  be  used  at 
the  discretion  of  the  President,  imposing  an  additional  duty  on 
coffee,  tea,  and  hides  when  coming  from  countries  deemed  to  be 
subiecting  products  of  the  United  States  to  unequal  or  unreasonable 

treatment.  n    ,     .         ^    •  i.  i-^ii 

Less  than  two  weeks  after  its  introduction,  and  with  very  little 
attention  to  the  reciprocity  provisions,  the  bill  was  passed  in  the 
House.  In  the  Senate  the  question  of  reciprocity  was  given  careful 
consideration.  An  amendment  was  inserted,  as  a  substitute  for  sec- 
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tion  3  of  the  House  bill,  giving  the  President  the  right  to  negotiate 
commercial  treaties,  and,  in  return  for  concessions  to  the  United 
States,  to  grant  reciprocal  reductions  on  the  products  of  the  treaty 
countries.  The  opposition  to  this  amendment  contended  emphati- 
cally that  the  conferring  of  this  power  <m  the  President  and  the  Sm^ 
ate  would  take  from  the  House  its  constitutional  right  to  levy  rev^ue 
taxes,  but  both  the  amendment  and  the  bill  were  passed  by  the  Senate. 

The  conference  committee  restored  the  original  House  measure 
as  section  3,  but  from  the  list  of  articles  upon  which  penalty  duties 
could  be  imposed  they  removed  sugar,  hides,  skins,  and  certain  other 
items  of  less  importance  and  substituted  in  their  place  tonka  and 
vanilla  beans,  articles  of  little  commercial  importance.  The  com- 
mittee retained  the  Senate  amendment  as  section  4,  but  with  a  pro- 
vision requiring  that  treaties  negotiated  under  it  must  be  submitted 
for  approval  to  Congress,  instead  of  merely  for  ratification  to  the 
Senate.  Thus  altered,  the  bill  was  accepted  and  passed  by  both 
Houses,  and  it  became  law  on  July  24,  1897. 

Provision  for  negotiation  of  agreements.— President  McKmley  ap- 
pointed John  A.  Kasson,  of  Iowa,  as  special  commissioner,  to  be 
assisted  by  a  "  reciprocity  commission,"  for  the  negotiation  of  agree- 
ments under  the  new  tariff  act. 

The  "  ai^l  i^;^eements,"  negotiated  under  section  3  of  the  act  of 
1897.— In  conformity  with  the  provisions  of  the  first  part  of  section 
8,  two  series  of  agreements,  known  from  the  first  article  specified  on 
the  list  as  **argol  agreements,"  were  concluded.  The  first  series, 
agreements  with  France,  Portugal,  Germany,  and  Italy,  was  nego- 
tiated by  Mr.  Kasson  during  the  McKinley  administration.  The 
concessions  obtained  by  the  United  States,  in  return  for  a  few  and 
small  reductions  of  duty,  were  of  some  importance.  In  general  this 
series  of  agrements  was  received  with  satisfaction  by  the  Americaii 
public 

An  indirect  result  of  the  condurion  of  these  agreements  was  that 
Switzerland,  throu^  the  unconditional  most-favored-nation  clause 
of  her  treaty  of  1850  with  the  United  States,  claimed  and  was  given, 
without  compensation,  the  benefit  of  the  concessions  es^tended  by 
treaty  to  France.  The  most-favored-nation  treaty  provision  upon 
which  Switzerland  based  her  claim  was  promptly  denounced  by  the 
United  States  Government  with  due  notice,  and  in  March,  1900, 

ceased  to  be  operative.  .       i    xt  •   j  o 

During  President  Roosevelt's  administration,  the  Umted^  States 
negotiated  a  second  series  of  "argol  agreements."  In  this,  new 
agreements  similar  to  those  of  the  first  series  were  made  with  Spain 
and  Bulgaria,  and,  of  a  more  limited  character,  with  Great  Britain 
and  the  Netherlands ;  the  treaties  with  France,  Portugal,  Germany, 
and  Italy  were  supplemented  or  extended;  sparkling  wines  were 
added  to  the  list  of  articles  upon  which  concessions  were  granted  by 
the  United  States ;  and  Switzerland  and  the  United  States  once  more 
resumed  reciprocal  commercial  relations,  although  without  the  nego- 
tiation of  a  Tormal  agreement.  ^.  m  m 
Commercial  treaties  concluded  (but  not  ratified)  under  section  4  of 
the  tariff  act  of  1897.— Section  4  of  the  tariff  act  of  1897  authorized 
the  President  to  negotiate  treaties  providing  for  the  reduction  by 
not  more  than  20  per  cent  of  the  duties  on  any  articles  imported  into 
tito  United  States  in  retom  for  equivalent  concessions  by  the  other 
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party.  Accordingly,  Mr.  Kasson  negotiated  a  series  of  treaties,  all 
of  which  made  provision  for  tariff  reductions  of  considerable 
importance. 

Of  these  treaties  the  first  to  be  agreed  upon,  and  the  one  which 
aroused  the  most  interest,  was  that  with  France,  in  1899.  After 
lengthv  negotiations,  the  French  conceded  the  rates  of  their  mini- 
mum schedule  on  all  but  a  few  articles.  In  return  the  United  Stotes 
was  to  admit  a  long  list  of  French  products  at  reductions  of  from 
5  to  20  per  cent  from  the  rates  of  the  tariff  of  1897. 

Other  treaties  negotiated  under  this  section  of  the  act  promised 
also  to  prove  of  considerable  importance.  They  were  all  with  or  on 
behalf  of  American  countries— the  Argentine,  Ecuador,  Nicaragua, 
the  Dominican  Republic,  Denmark  (for  St.  Croix),  and  Great  Brit- 
ain (for  various  American  colonies).  The  concessions  made  to  the 
United  States  by  these  countries  were  numerous  and  varied ;  coal  was 
one  thing  in  particular  for  which  favorable  terms  were  secured. 
Important  items  upon  which  the  United  States  agreed  to  make 
concesdcms  were  sugar,  molasses,  hides,  and  wool. 

An  attempt  was  made  to  conclude  an  agreement  with  Russia,  but 
the  imposition  of  a  countervailing  duty  on  Russian  sugar  m  1901 
caused  the  breaking  off  of  negotiations  and  was  followed  by  retalia- 
tory measures  on  Russia's  part.  Not  until  1905,  ^en  Russia  with- 
drew her  retaliatory  duties,  were  satisfactory  commercial  relations 
between  the  two  countries  reestablished. 

The  treaties  submitted  for  jatilleatioii.—- In  December,  1899,  the  Kas- 
son treaties  were  presented  to  the  Senate  for  ratification,  and  early 
in  1900  the  Committee  on  Foreign  Relations  took  up  their  study. 
Popular  interest  was  keen  and  much  attention  was  given  to  the  dis- 
cussion, especially  to  that  of  the  treaty  with  France.  Two  groups  of 
interests  finally  stood  in  oppoation— on  the  ©n©  side  the  representa- 
tives of  American  industries  which  were  on  an  export  basis,  such  as 
the  iron  and  steel  and  the  agricultural  implement  trades;  on  the 
other,  both  domestic  producers  who  feared  forei^  competition  and 
those  persons  who  saw  in  the  treaties  an  undesirable  mfnngement 
of  the  principle  of  protection.  Mr.  Kasson  strongly  urged  ratifica- 
tion of  the  treaties ;  President  McKinley  was  in  favor  of  them.  No 
action  was  taken  in  1900  and  1901,  however,  other  than  to  extend 
the  time  during  which  ratifications  might  be  secured. 

Disheartened  by  his  failure  to  secure  ratification,  Mr.  Kasson  re- 
Biffned  in  March,  1901.  The  administration  still  supported  the  ratifi- 
cation of  the  treaties,  and,  in  his  last  speech,  at  Buffalo,  President 
McKinley  expressed  himself  jnore  strongly  than  ever  in  favor  of 
the  policy  of  reciprocity.  . 

On  November  19, 1901,  the  Manufacturers'  Reciprocity  Convention 
met  in  Washington  and  declared  itself  for  protection  and  favorable 
to  reciprocity  cmly  when  the  latter  could  be  secured  without  injury  to 
any  of  the  domestic  interests  of  manufacturing,  commerce,  or  farm- 
ing Although  President  Roosevelt  adhered  to  the  views  of  his 
predecessor  with  regard  to  reciprocity,  he  likewise  found  it  impossi- 
ble to  secure  for  the  treaties  the  necessary  approval  of  the  Senate. 

Finally,  in  19(®,  action  on  tJbe  treaties  was  considered  to  have  been 
abandoned:  no  mention  of  reciprocity  was  made  in  the  President  s 
message  oS  1903;  and  the  treaties  remained  pigeonholed,  without 
further  action,  in  the  Senate  Cwnmittee  on  Foreign  B«lations. 
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Termination  of  the  argol  agreements  by  the  act  of  1909.— Six 

later,  the  tariff  act  of  1909  provided  for  giving  to  all  countries  other 
than  Cuba  notice  of  termination  of  their  reciprocity  agieements  with 

the  United  States. 

Effect  of  the  argol  agreements  upon  trade.— The  articles  upon  which 
the  United  States  had  made  reductions  of  duty  in  the  argol  agree- 
ments were  few,  and,  although  some  of  these  articles  were  imported 
in  quantities  and  to  values  not  inconsiderable,  the  reductions  of  duty 
were  often  small,  and  they  were  not  exclusive,  but  were  shared  by 
most  of  the  important  countries.  As  regards  imports,  the  influence 
of  reciprocity  was  to  be  seen  most  clearly  in  increased  imports  of 
argols  and  sparkling  wines  from  the  reciprocity  countries.  As  re- 
gards exports,  the  result  appeared  in  a  number  of  instances  in  in- 
a%ased  shipm^its  of  articles  upon  which  reductions  of  duty  had  been 
made.  In  most  cases,  however,  the  terms  secured  for  the  United 
States  w«r©  merely  a  continuance  of  the  most-favored-nation  treat- 
ment, to  which  the  United  States  had  ah-eady  been  entitled  under 
treaties  in  existence  previous  to  the  conclusion  of  the  agreements. 
The  only  general  contusion  derivable  is  negative.  When  reductions 
obtained  by  agreement  are  few  and  small,  and  are  shared  by  all  or 
most  of  the  competing  countries,  the  agreements  will  have  very  lim- 
ited influ^ce  on  the  amount  or  the  direction  of  trade. 

6.  TWO-SCHEDULE  PROVISION  OF  THE  TARIFF  ACT  OF  19W. 

The  movement  for  reciprocity  gradually  lost  vigor.  When,  in  1909, 
the  Kepublican  Partv  began  the  revision  of  the  tariff,  provision  was 
made  in  the  bill  introduced  in  the  House  for  a  two-schedule  system, 
the  minimum  to  be  the  general  rates  and  the  maximum  the  penalizing 
rates,  the  latter  to  be  applied,  at  the  discretion  of  the  Treasury  De- 
partment, to  products  from  countries  discriminating  against  the 
United  States.  All  existing  reciprocity  treaties  other  than  the  one 
with  Cuba  were,  after  due  notice,  to  be  terminated. 

The  bill  was  amended  in  the  Senate  to  provide  that  the  free  list 
and  the  rates  in  the  general  schedule  of  the  House  bill  should  con- 
stitute the  ipinimnm  ratcs,  while  the  maximum  schedule  should  be 
made  up  bV  adding  to  the  minimum  25  per  cent  of  the  values  of  the 
articles;  the  maxmum  schedule  should  be  the  general  tariff,  ap- 
plicable to  all  countries,  but  the  President  should  be  authorized  to 
extend  the  benefit  of  the  minimum  schedule  to  all  countries  found 
not  discriminating  against  the  United  States.  ^  ,    a.     .  ■ 

The  act,  as  passed  August  5, 1909,  followed  the  plan  of  the  Senate 
amendment  for  making  the  maximum  the  general  schedule.  It 
marked  a  distinct  departure  from  the  policy  of  seeking  special  favors 
by  granting  reciprocal  concessions.  Though  in  form  the  policy  was 
that  of  the  concession  of  a  minimum  tariff,  virtually  it  amounted 
to  a  provision  to  impose  maximum  rates  by  way  of  penalty  against 
unequal  treatment  of  American  products. 

France  was  the  onlv  country  that  protested,  the  protest  being  on 
the  score  that,  on  account  of"  the  wording  of  her  1908  agreem^t, 
the  notice  given  her  was  shorter  than  that  to  the  other  reciprocity 
countries. 
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Before  the  maximum  tariff  was  applied  to  any  country,  the  Tariff 
Board,  which  had  been  created  for  the  puri)ose  under  authority  of 
the  act  (sec.  2),  made  an  investigation  of  the  existing  tariff  treatment 
of  products  of  the  United  States  by  other  countries.  Discrimination 
was  discovered  in  the  case  of  a  number  of  countries,  and  negotiations 
with  such  countries  were  mtered  into.  In  consequence  of  the  nego- 
tiations, there  were  issued  prior  to  April  1,  1910,  proclamations 
applying  the  minimum  rates  to  the  countries  comprismg  the  entire 
commercial  world  ^  in  no  case  was  the  maximum  rate  applied.  In 
certain  important  instances,  however,  notably  those  of  Germany  and 
France,  full  equality  of  treatment  was  not  extended  to  imports  from 
the  United  States,  and  it  wmild  appear  therefore  that  the  act  of  1909 
did  not  provide  a  pcmlty  method  effective  for  the  total  elimination  of 
all  discrimination  against  American  products  in  European  marketed 

7.  RECIPROCITY  SECTION  OF  THE  TARIFF  ACT  OF  1918. 

In  1913  the  DcMnocrutic  Party  gained  control  of  both  the  executive 
and  the  legislative  branches  of  the  Government.  They  at  once  pre- 
pared to  revise  the  tariff.  The  Underwood  l)ill  as  first  drafted  con- 
tained no  provision  for  maximum  and  minimum  schedules,  but  in- 
cluded a  section  authorizing  the  President  to  negotiate  reciprocity 
agreements  with  foreign  countries,  such  agreements,  however,  to  be 
submitted  to  Congress  for  ratification  or  rejection.  In  the  House 
a  proposed  amendment  that  there  should  be  added  a  provision  for 
maximum  and  minimum  duties  was  rejected.  In  the  Senate  the  bill 
was  amended  to  include  a  provision  for  penalty  duties  to  be  imposed 
by  the  President  at  his  discretion  upon  imports  from  countries  whose 
treatment  of  American  products  was  not "  reciprocal  and  equivalent" 
In  conference  the  Senate  amendment  was  withdrawn  and  the  biU 
was  passed  on  October  8, 1918,  with  the  redprocity  provim<m  left  as 
it  had  stood  in  the  original  bilL 

8.  BRAZILIAN  PREmH^TIAL  AGREEMENT. 

Brazil  had  been  among  the  countries  with  which,  as  has  already 
been  mentioned,  the  United  States  made  reciprocity  agreements  under 
the  provisions  of  the  tariff  act  of  1890.  The  Brazilian  agreement  was 
terminated  with  the  others  by  the  tariff  act  of  1894. 

The  chief  items  in  the  Brazilian  export  trade  to  the  United  States 
were  coffee  and  rubber,  and  these  had  both  been  duty-free  in  the 
United  States  without  a  reciprocity  agreement.  The  articles  of  the 
export  trade  from  the  United  States  to  Brazil  were,  however,  in  the 
absence  of  a  special  arrangement,  subject  to  very  heavy  import  duties 
on  entering  Brazil. 

Such  were  the  conditions  governing  the  trade  between  the  two  coun- 
tries from  1894  to  1897.  The  United  States  tariff  act  of  1897  author- 
ized the  President  to  impose  a  penalty  duty  of  3  cents  a  pound  on 
coffee  from  countries  according  unequal  or  unreasonable  treatment  to 
American  produ^  For  various  reasons  it  was  nai  attempted  to 
make  an  arrangement  with  Brazil  by  treaty.  In  1901,  moved  by  the 
pos^bility  that  this  duty  might  be  imposed  on  its  coffee,  and  by  rep- 
resentations of  the  United  States  minister,  the  Brazilian  Government 
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was  induced  to  plan  considerable  reductions  in  a  number  of  its  rates 
in  favor  of  United  States  products,  the  most  important  of  the  articles 
thus  provided  for  being  wheat  flour. 

Much  opposition  to  this  measure,  especially  from  the  wheat  and 
flour  interests,  developed  in  the  Brazilian  Congress  and  the  reduction 
was  effected  only  by  an  order  of  the  President,  under  the  authority  of 
an  old  law  which  empowered  him  to  reduce  certain  duties  by  as  much 
as  20  per  cent.  The  Brazilian  Congress  in  the  next  year  repealed  the 
legislation  which  gave  this  authority^  and  from  January  1,  1905,  to 
July  1,  1906»  the  preference  was  not  m  effect.  But  on  J uly  1,  1906^ 
k^dation  restoring  this  authority  to  the  Pre^d^  and  adding  a 
number  of  items  to  tke  original  list  became  effective. 

Upon  the  passage  in  the  united  States  of  the  tariff  act  of  1909,  the 
State  Departmrat  negotiated  with  Brazil  for  tariff  reductions  in  re- 
turn for  which  Bra^  might  be  entitled  to  the  mmimum  rates.  This, 
it  may  be  noted,  was  an  attempt  to  use  the  bargaining  provisions  of 
the  act  of  1909  as  a  means  of  securing  special  treatment  for  American 
products  in  a  foreign  market  As  a  result,  numraons  articles 
were  added  to  the  Brazilian  list  of  1906,  and  later  the  Preadent 
of  Brazil  was  given  authority  to  extrad  this  Ikt  at  bis  discrer 
tion.  In  1911  the  preference  on  American  flour  was  raised  to 
30  per  cent.  In  1916  the  stipulation  was  made  that  the  imports  given 
this  preferential  treatment  must  be  the  product  of  the  United  States, 
and  not  merely  imported  via  that  country.  In  1917  and  1918  the 
preferential  list  was  renewed  without  change. 

Effect  of  the  Brazilian  preferential  treatment  on  American  exports. — 
The  important  article  on  the  Brazilian  preferential  list  was  wheat 
flour,  and  an  analysis  of  the  figures  indicates  that  the  United  States 
exports  to  Brazil  of  this  product  did  not  increase,  though  the  prefer- 
ence undoubtedly  tended  to  check  a  decrease  which  other  factors  were 
bringing  about.  Other  preferred  articles  were  less  important,  form- 
ing only  a  small  fraction  of  the  total  American  exports  to  Brazil; 
but  the  preference  had  more  effect  on  them,  producing  an  appreciable 
increase,  both  absolutely  and  in  relation  to  the  total  of  Brazilian  im- 
ports from  all  sources.  Certain  lines  of  trade,  as,  for  instance,  pianos 
and  cement,  were  practically  established  by  the  preference. 

Tn  addition  to  a  growth  in  the  trade  in  the  preferred  articles,  there 
was  an  increase  in  the  general  trade,  due  in  part  to  the  aroused  in- 
terest in  the  new  field.  It  would  appear  that  although  preference  did 
not  secure  the  desired  results  with  respect  to  the  diief  item,  wheat 
flour,  it  was  moderately  successful  in  stimulating  an  expumaa  of 
American  trade  in  general  with  Brazil. 

9.  THE  CUBAN  RECIPROCITY  TREATY  OP  1902. 

The  close  political  relations  of  the  United  States  with  Cuba  after 
the  conclusion  of  the  Spanish-American  War  turned  the  attention 
of  the  Cubans  to  the  United  States  as  a  possible  friend,  who 
might  rescue  them  from  the  depressed  economic  condition  into  which 
the  years  of  revolution  and  war  had  tiirown  the  island*  The  Ameri- 
can administration  in  Cuba  and  President  Roosevelt  in  Washington 
were  in  favor  of  g:iving  Cuban  products  special  tariff  privileges  in 
the  American  market,  but  the  attitude  of  Congress  was  at  first  ad- 
verse. Many  members  looked  upon  any  reductions  of  duty  as  a  possi- 
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ble  starting  point  for  others  less  dearable.  They,  together  with  the 
domestic  beet-sugar  and  cane-sugar  producers,  wctb  opposed  to  any 
action  which  would  involve  a  lowering  of  the  tariff. 

Public  opinion,  however,  developed  favorably  toward  closer  eco- 
nomic relations  between  the  two  countries,  and  when  the  1<  itty- 
seventh  Congress  convened  for  the  second  time,  in  January,  1902,  the 
question  became  the  subject  of  extended  hearings,  followed  by  the 
introduction  of  a  bill  in  the  House  on  March  19, 1»02.  The  bUl  pro- 
vided for  reciprocal  reductions  of  duties  of  20  per  cent,  upon  codAx- 
tiou  that  Cuba  should  first  adopt  immigration  laws  as  fully  restric- 
tive as  wore  the  laws  of  the  United  States.  The  arguments  in  sup- 
port of  -eciprocal  relations  with  Cuba  emphasized  particularly  the 
alleo-ed  moral  obligations  of  the  United  States  toward  Cuba  and  made 
no  great  claims  for  the  economic  desirability  of  the  arrangement. 
After  long  debate,  the  bill  passed  the  House  by  a  large  majority,  but 
Congress  tidjourned  before  it  came  to  a  vote  in  the  Senate. 

President  Roosevelt  next  sought  to  attain  tiie  sauie  end  by  the  nego- 
tiation of  a  treaty.  His  efforts  resulted  in  the  signing,  on  December 
11,  1902.  of  a  convention  providing  for  a  reduction  of  20  per  cent 
from  the  American  duties  on  Cuban  imports  and  reductions  of  from 
20  to  40  per  cent  from  the  Cuban  rates  on  American  products.  The 
Senate  advised  ratification,  and  the  Cuban  (Jovernmeiit  signified  its 
approval  of  the  treaty.  The  treatv  required,  however,  the  approval 
of  Congress.  Early  in  November.  1903,  it  was  submitted  to  the 
Fifty-eiMith  Congress  for  approval.  In  the  debates  tlie  arguments 
were  similar  to  those  in  the  eaiiier  discussions.  The  measure  was 
finally  passed  by  both  Houses,  and  on  December  17,  1903,  it  was 

formally  proclaimed. 

This  treaty  was  independent  of  the  reciprocal  provisions  of  the 
act  of  ^897,  and  was  in  no  way  connected  with  the  treaties  negotiated 
under  that  act  It  contained  in  Article  VIII  some  unusual  pi-o- 
visions,  namely,  that  the  reductions  in  duty  specified  should  not  be 
extended  to  any  other  country,  that  during  the  continuance  of  the 
treatv  no  Cuban  sugar  should  be  admitted  tp  the  United  States  at  a 
rate  of  duty  less  by  more  than  20  per  cent  than  the  rate  imposed  by 
tie  tnriif  act  of  1897,  and  that  no  sugar  from  countries  other  than  Cuba 
should  be  admitted  by  treaty  or  convention  into  the  United  States 
at  a  rate  of  duty  lower  than  that  provided  by  the  act  of  1897.  The 
:t«'reeiiu  lit  lias  been  in  force  continuously  since  1908,  with  the  excep- 
tion that  a  portion  of  Article  VIII  was  abrogated  by  a  provi^on  in 
the  United  States  tariff  act  of  1913. 

Second  treaty  with  Cnba. — In  addition  to  this  commercial  arran|[;e- 
ment,  another  treaty  had  been  negotiated,  signed  May  22, 1903,  which 
prescribed  the  conditions  under  which  American  military  authority 
would  be  withdrawn  from  and  those  under  which  it  mighty  be  rein- 
stated in  the  island.  The  guaranty  of  public  order  which  this  second 
treaty  insured  to  labor  and  capital  contributed  much  to  the  great 
commercial  development  which  has  subsequently  occurred  in  the 
island,  and  any  estimate  of  the  effects  of  the  first  treaty  must  take 
into  consideration  the  influence  of  the  second. 

Effect  of  the  treaty  on  trade.— The  supporters  of  the  treaty  had  placed 
but  little  emphasis  upon  its  possible  commercial  results.  The  major 
portion  of  the  Cuban  exports  already  found  their  market  in  the 
United  States,  and  it  did  not  appear  likely  that  great  benefits  would 
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accrue  from  an  increase  in  the  :^hare  of  the  Cuban  imports  which  was 
or  would  be  contributed  by  the  United  States,  llie  years  immedi- 
ately preceding  the  treaty  had  formed  a  period  of  gradual  and  halting 
recovery  of  Cuban  industry.    The  first  years  vm 

a  decided  increase  for  both  Auierican  t^xports  to  nnd  imports  from 
Cuba.  Following  the  depression  of  19UT.  the  growth  showed  a  rela- 
tive decrease,  but  after  1908  there  was  again  a  tendency  toward  in- 
crease in  value  in  both  the  imports  and  the  exports. 

The  imports  into  the  United  States  from  Cuba  have  reflected  the 
influence  of  reciprocity  in  a  less  significant  degree  than  have  the  ex- 
ports from  the  United  States  to  Cuba.  The  principal  gains  made 
by  the  imports  have  been  due  to  the  fact  that  several  important  staple 
articles  of  Cuban  production,  especially  sugar  and  tobacco,  have 
found  a  steady  and  growing  market  in  the  United  States,  a  market 
which  would  probably  have  expanded  in  some  measure  without  the 
ext^sion  of  tariff  preferences. 

A  comparison  of  the  United  States  exports  to  Cuba  with  similar 
exports  to  a  group  of  Caribbean  countries,  which  in  a  general  way 
resemble  Cuba  as  regards  location,  cliniati.c  conditions,  and  economic 
development,  shows  that  the  exports  to  Cuba  increased  immediately 
after  the  conclusion  of  the  treaty,  whereas  those  to  the  other  coun- 
tries did  not  But  since  1907  the  rates  of  growth  of  the  two  trades 
have  not  been  substantially  different. 

When  tlie  articles  of  export  are  examined  in  groups  according  to 
the  amount  of  teriff  preference  received,  it  appears  tmit  the  increases 
in  the  American  exports  to  Cuba  for  the  several  groups  have  Varied 
directly  with  the  amount  of  the  preference.  From  another  classifica* 
tion  of  Cuban  imports — grouping  selected  articles  in  which  the 
United  States  encountered  competition  fjpom  other  countries— it 
again  appears  that  the  increases  in  the  American  exports  have  varied 
directly  with  the  amount  of  the  preference.  The  fact  must  not  be 
overlooked,  however,  that  these  increases  in  trade  with  Cuba  have  been 
due  not  only  to  the  treaty  of  1902,  but  also  in  considerable  part  to  the 
favorable  influence  upon  Cuba  of  the  reconstruction  program  carried 
out  under  the  assurance  of  law  and  order  guaranteed  by  the  treaty 
of  1903.  The  close  political  relations  between  the  United  States  and 
Cuba,  the  investment  of  American  capital,  the  development  in  the 
United  States  of  a  large-scale  export  trade  in  manufactures,  and  the 
settlement  in  Cuba  of  Americans — these  and  other  factors  have  oper- 
ated along  with  the  tariff  preference  to  increase  the  trade  between  the 
two  countries. 

1«.  COBIMERCIAli  RELATIONS  OF  THE  UNITED  STATES  WITH 

NEWFOUNDLAND. 

Newfoundland  was  included  with  the  Canadian  Provinces  in  the 
operation  of  the  recijjrocity  treaty  of  1854.  The  treaty  of  Wash- 
ington, of  1871,  contained  provisions  for  reciprocal  free  admission 
of  products  of  the  fisheries  of  the  United  States  on  the  one  hand  and 
the  British  North  American  colonies  on  the  other,  but  these  ceased  to 
operate  in  1885.  A  treaty  relating  to  Canadian  and  Newfotmdland 
fisheries  products  was  negotiated  in  1888,  which  failed  of  ratification 
by  the  Senate  of  the  United  States.  A  convention  for  reciprocity 
between  the  United  States  and  Newfoundland  was  n^go(ii^»d  in 


34 


ascipspcaxs  aso  goumeelgiajl  tbeaxies* 


1890,  but  in  view  of  the  objections  of  the  Canadian  Government,  the 
British  (Jovernment  was  not  prepared  to  ratify  this.  A  similar 
treaty  was  negotiated  in  1902,  but  this  was  later  so  amended  by  the 
Senate  Committee  on  Foreign  Affairs  that  it  became  unacceptable  to 
Newfoundland.  Finally,  in  1910,  the  fisheries  question  was  settled 
by  arbitratieai  proceedings  betwe^  the  United  States  and  Great 
Britain. 

11.  THE  ATTEMPT  TO  ESTABLISH  A  RECIPROCITY  ABBAN6E- 

MENT  WITH  CANADA,  1910-1911. 

Ever  since  the  precipitate  termination  of  the  reciprocity  treaty  in 
1865,  there  have  been  a  number  of  obstacles  operating  to  check  the 
flow  of  trade  between  the  United  States  and  Canada,  but  not  sufficing 
to  discourage  or  to  divert  it.  The  United  States  tariff  had  always 
been  something  of  a  barrier.  In  Canada  the  Conservative  Party 
framed  a  tariff  (1879)  intended  especially  to  curtail  the  volume  of 
importations  from  the  United  States,  and  when  the  Liberals  came  into 
power  (1896)  under  Sir  Wilfrid  Laurier  and  adopted  the  "National 
Policy  "  of  their  opponents,  tliey  framed  a  tarifl'  little  less  exclusive 
than  that  of  the  Conservatives. 

The  United  States  tariff  act  of  1897  contained  a  provision  for  in- 
creasing the  import  duties  upon  lumber  by  an  amount  equal  to  the 
export  duties  imposed  by  Canada  upon  logs.  This  threat  was  suffi- 
cient to  cause  Canada  to  remove  her  export  duty,  but  several  of  the 
Canadian  Provinces  subsequently  placed  restrictions  upon  the  'ex- 
porting of  timber,  with  the  result  that  American  capital  went  into 
the  forests  of  those  Provmces.  The  rates  of  the  tariff  of  1897  were 
almost  prohibitive  for  certain  Canadian  products.  The  influence  of 
that  fact  was  diown  in  the  failure  of  the  imports  of  these  articles 
to  increase  in  proportion  to  the  growing  ability  of  Canada  to  compete 
in  the  American  market.  On  their  side  the  Canadians  had  adopted 
the  preferential  tariff  system  and  were  turning  their  attention  to 
developing  better  markets  in  the  mother  country  and  the  other  Brit- 
ish colonies.  Nevertheless,  in  spite  of  commercial  policies,  a  number 
of  factors — geographic,  social,  and  industrial — tended  to  offset  or 
nullify  artificial  restrictions  upon  the  trade  between  the  two  coun- 

The  years  at  the  end  of  the  nineteenth  century  and  the  beginning 
of  the  twentieth  were  the  most  prosperous  that  Canada  had  ever 
experienced.  This  prosperity  and  the  visions  which  it  aroused  of 
future  development  account,  along  with  the  influence  of  the  tariff  * 
legislation  of  the  United  States,  for  the  almost  universal  approval 
in  Canada  of  the  protective  and  preferential  tariff  policy.  Yet  the 
growth  of  Canadian  manufactures  and  the  establishing  of  protec- 
tive duties,  aimed  principally  at  the  wares  of  the  United  States,  had 
remarkably  little  effect  in  reducing  the  imports  from  the  latter 
country. 

In  operation,  the  preferential  system,  however  it  may  have  en- 
couraged Britidi-Canadian  commerce,  did  not  prevent  American- 
Canadian  commerce  from  growing  rapidly.  The  United  States  has 
advantages  in  competition  for  the  Canadian  market  which  the  meas- 
ures actually  adopted  could  not  overeoiQe* 
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When  the  Canadian  Government  revised  the  tariff  in  1907,  the 
most  important  feature  of  the  revision  was  the  adoption  of  ui  in- 
termediate schedule  of  duties  framed  and  intended  for  bargaining 
purposes.  When  in  the  United  States  the  Bepublican  Congress  re- 
vised the  tariff  in  1909,  it  was  no  part  of  its  purpose  to  weak^  the 
principle  of  protection.  Such  reductions  of  duty  as  were  made  were 
chi^v  in  r^ereiu^  to  foodstuffs  and  raw  materials.  The  distino- 
tive  feature  of  the  tariff  act  of  1909  was  the  approach  to  the  two- 
schedule  tariff  system  in  the  adoption  of  a  general  sdiedule  and  a 
maximum  schedule,  making  it  possible,  without  special  negotiatitm, 
to  invite  favorable  treatment  of  united  States  products  and  to  penid- 
ize  unfavorable  treatment. 

When  the  tariff  act  of  1909  went  into  effect,  Canada  Was  threatened 
with  the  maximum  duties.  Their  imposition  would  probably  have 
provoked  a  tariff  war.  To  avert  this,  President  Taft  made  advances 
to  the  Canadian  Government  which  resulted  finally  in  formal  nego- 
tiations at  Wa^^hington.  An  arrangement  was  agreed  upon  whereby 
Canada  should  give  to  certain  specified  imports  from  the  United 
States  the  benefit  of  her  intermediate  instead  of  her  general  rates, 
and  should  in  return  be  given  the  general,  or  minimum,  rates  of  the 
American  tariff.  Slight  though  the  Canadian  concessions  were,  the 
arrangement  was  attacked  by  the  Conservative  Party  in  the  Cana- 
dian Parliament. 

The  concluding  conferences  between  the  representatives  of  the  two 
Governments  were  held  in  Washington  in  January,  1911.  It  was 
decided  that  a  reciprocity  arrangement  should  be  framed,  after 
which  its  provisions  should  be  brought  into  effect  by  means  of  con- 
current legislation  rather  than  by  treaty.  The  Canadians  refused 
to  grant  the  use  of  the  inshore  fisheries  in  return  for  the  free  ad- 
mission of  fish  to  the  United  States,  but  they  consented  to  annul  the 
license  charges  which  had  been  required  under  the  modus  vivendi  of 
1887.  It  was  found  impossible  to  arrive  at  an  agreement  concerning 
pulp  and  paper  duties,  but  it  was  agreed  that  the  United  States- 
should  admit  free  of  duty  Canadian  wood  pulp  and  paper  upon 
which  no  export  duty  had  been  charged  in  Canada.  This  provi- 
sion was  later  a  part  of  the  legislation  passed  by  Congress  and  it 
became  effective' in  spite  of  the  defeat  of  the  reciprocity  measure  in 
Canada.  The  proposed  changes  in  the  general  tariff  rates  affected  a 
considerable  number  of  articles  listed  m  four  schedules.  The  ar- 
rangem^t  was  such  that  Canada  was  to  obtain  practically  all  ths 
advantages  that  she  had  sought  form^ly  in  reciprocity  proposals, 
while  she  was  to  concede  little  more  than  what  she  was  already 
extending  to  most  countries,  but  not  to  the  United  States,  through 
the  operation  of  her  concessional  tariff  schedule. 

Legislation  to  carry  the  arrangement  into  effect  was  introduced 
concurrently  in  the  Congress  of  the  United  States  and  the  Parlia- 
ment of  Canada  on  January  26,  1911.  This  legislation  was  passed 
by  Congress,  tn  Canada  it  became  the  subject  of  extended  parlia- 
mentary debate  and  widespread  and  vigorous  public  discussion.  The 
Conservative  Party  made  the  issue  the  basis  of  a  concerted  effort  to 
drive  the  Liberals  from  power.  Reasons  of  great  variety  were  urged 
why  the  arrangement  should  not  be  approved.  The  past  unconcilia- 
tory  attitude  of  the  United  States  and  the  allegjation  of  sinister  politi- 
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cal  designs — nothing  less  than  u  policy  of  annexation— were  made  use 
of  as  powerful  arguments.  The  possibility  of  an  injurious  eflPect 
upon  commerce  within  the  Empire,  with  the  consequent  disadvan- 
tageous effect  upon  imperial  relations,  was  strongly  and  effectively 
ui^ed.  Econonuc  arguments  of  various  types  were  presented.  After 
several  months'  debate  in  the  House  of  Commons,  the  Government 
appealed  to  the  country.  In  the  elections  whidh  followed,  the  Lib- 
erals were  defeated  and  the  Conservatives  returned  to  power.  The 
most  potent  among  the  causes  which  brought  about  the  defeat  of 
the  Liberals  appears  to  have  be^  the  argument  that  the  adoption  of 
the  reciprocity  policy  would  have  as  a  consequence  annexation. 
Other  considerations,  however,  in  no  way  connected  with  the  reci- 
procity issue,  contributed  to  the  defeat. 

The  result  of  the  Canadian  election  put  an  end  to  further  consid- 
eration of  the  reciprocity  measure.  In  1913  a  resolution  was  intro- 
duced in  the  House  of  Representatives  in  the  United  States,  calling 
for  the  repeal  of  the  reciprocity  legislation  of  1911,  but  this  was 
rejected.  The  act  providing  for  reciprocity  with  Canada  still  stands 
upon  the  statute  books  of  the  United  States.  The  passage  of  a  like 
act  by  the  Canadian  Parliament  would  put  the  arrangement,  as 
negotiated  in  1911,  into  effect. 


IL  THE  MOST-FAVORED-NATION  CLAUSE  AND  RECI- 
PROCITY AGREEMENTS. 

The  BiMt-faYered-iiatioA  daiue  and  fhe  practice  of  leciprocity.— No 
single  feature  of  modern  commercial  treaties  has  occasioned  more 
or  greater  difficulty  of  interpretation  than  the  presence  therein  of  ' 
the  most-favored-nation  clause.  Occurring  ahnost  universally,  under 
widely  differing  conditions,  in  both  the  unconditional  and  the  con- 
ditional forms,  and  in  a  veritable  network  of  treaties,  this  claufle  has 
OOTitributed  at  once  to  the  solution  of  some  and  to  the  creation  of 
other  serious  problems  in  commercial  relations.  Many  such  prob- 
lems are  bound  to  ariso  where  and  when  some  States  do  and  some  do 
not  make  reciprocity  treaties. 

As  has  already  been  mentioned,  it  has  been  the  practice  of  the 
United  States  almost  without  exception  to  employ  the  conditional 
form  of  the  most-fa ^ored-nation  clause  and  to  maintain  the  condi- 
tional construction.  It  is  the  practice  of  the  European  States  to-day, 
though  it  has  nol  always  been,  to  employ  the  unconditional  form 
and  to  maintain  the  unconditional  construction. 

The  present  P^uropean  attitude  is  essentially  a  development  of  the 
past  fifty  years.  The  American  position  began  with  the  making  of 
the  very  first  treaty  of  the  United  States,  and  from  then  until  the 
present  time  the  guiding  principle  in  the  commercial  treaty-making 
policy  of  the  United  States  has  been  that  of  bargaining  between 
individual  nations  on  the  basis  of  l  eciprocal  and  progressive  giving 
of  favor  for  favor  and  Qoncession  for  concession. 

American  statesmen  have  contended  for  equality  of  opportunity 
to  bargain,  but  not  for  identity  of  treatment ;  for  the  removal  and 
prevention  of  discriminations/  but  not  for  the  same  terms  to  all 
States  at  all  times  and  in  relation  to  all  trade.  A  survey  of  the 
treaties  to  which  the  United  States  has  been  a  party  shows  that  this 
principle  has  been  written  expressly  into  nearly  all  of  the  most- 
favored-nation  clauses.  It  further  shows  that  since  1890  the  United 
States  has  employed  the  favored-nation  clause  by  no  means  as  regu- 
larly as  it  did  before  that  date;  and  that  it  has  employed  it  in  a 
less  number  of  agreements,  proportionately,  than  have  some  other 
States.  In  late  years  the  United  States  has  made  various  commer- 
cial agreements  wherein  most-favored-nation  clauses  have  not  been 
included:  also,  other  types  of  commercial  treaties  and  conventions 
w  herein,  because  of  previous  difficulty  over  the  interpretation  of  the 
most-favored-nation  clause,  it  has  apparently  seemed  advisable  to 
both  parties  not  to  include  the  most-favored-nation  provision  spe- 
cifically. -TO 

Theories  and  practices. — A  survey  of  the  Unitm  States  practice  m 
treaty  construction  shows  that  both  the  executive  and  the  judicial 
departments  of  the  American  Government  have  consistently  in- 
terpreted the  favored-nation  ])ledgc  as  conditional  and  contingent 
upon  tie  offering  and  acceptance  of  compensation.  The  leading  com- 
mercial countries  of  Europe  lia\  e  moved  first  from  the  unconditional 
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toward  the  conditional,  and  later  back  to  the  unconditional  interpreta- 
tion. British  practice  exhibits  with  greater  regularity,  with  greater 
consistency,  and  with  greater  simplicity  than  does  that  ot  any  other 
State  the  possibilities  of  unconditional  most-lavored-nation  treat- 
ment. The  Britsh  attitude  may  be  explained  in  part  by  reference  to 
the  fact  of  the  free-trade  policy  and  tlie  pecuhar  commercial  posi- 
tion of  the  United  Ivingdom,  but  it  by  no  means  folloNvs  that  such 
circumstances  are  essential  to  the  acceptance  and  mamtenance  of  the 
Unconditional  favored-nation  practice.  The  States  of  continenta 
Europe,  a  few  of  them  free  trade,  most  of  them  protectionist,  all 
practice  unconditional  favored-nation  treatiaent.  HoNvcvcr,  the 
Views  and  practices  of  the  European  States  have  been  subject  to 
change  and  there  are  evidences  that  they  may  not  hereafter  conUnue 
what  thev  have  been  in  recent  years. 

Edatioi  to  the  negatiation  and  application  of  reciprocity  agree- 
meiits.-In  the  controversy  with  Great  Britain  over  the  construction 
of  the  United  States-Hawaiian  treaty,  both  by  tlie.HaYauan  and 
by  the  United  States  Governments,  the  latter  pointed  out  that 
"  special  privileges  had  been  given  in  return  tor  special,  valuable 
considerations.""and  took  the^ position  that  this  ^s,  because  of 
ceo<rraphical  and  political  circumstances^  a  special  and  extraordinary 
case"   Ultiiuately  the  logic  of  this  position  was  accepted. 

The  application  of  the  uncondifiomil  interpretation  ^vould  have 
rendered  of  little  effect  the  provisions  of  the  United  States  tariif 
acts  of  1890  and  1897,  which  authorized  the  negotiation  of  reciprocity 
agreements.    To  render  the  policy  of  special  reciprocity  effective,  it 
is  essential  that  the  "American  "  interpretation  of  fa^o^ed-nation 
obligations  be  applied.    But  the  penalty-duties  clause^m  the  act, of 
1890  oresented  an  issue  which  even  the  conditional  interpretation 
would  not  properly  meet.   The  principle  of  applying  penalties  on 
7he  basis  o/ comparison  of  the  relative  heights  of  the  tariff  rates  of 
the  United  States  and  those  of  the  countries  whose  treatment  of 
American  goods  laid  them  open  to  penalty  is  altogether  different 
from  that  of  bargaining  with  a  view  to  securing  and  giving  equality 
of  treatment.   It  woukl  leave  it  possible  for  some  States  charging 
felatively  low  duties,  to  discriminate  against  the  United  States  and 
yet  escape  the  imposition  of  penalty  duties;  whi  e  other  States 
S  discriminating'^against  the  United  States  might  nevertheless 
because  their  general  rates  were  higher  than  those  of  tlie  United 
^ntpT  be  subiected  to  the  penalty  duties.   Penalty  duties  were 
^tuSy^r  app^^^^^  to  Cotobia  and  Haiti  although  those  coun- 
tries  Id  not  d?£riminate  against  the  United  States  vN-lnle  at  the 
same  time  the  benefit  of  the  ordinary  rates  was  exten  ded  to  several - 
countries  which  made  no  special  concession  to  the  United  States. 

In  the  course  of  a  discussion  which  arose  during  the  negotiation  of 
reciprocity  treaties  under  the  tariff  act  of  1897,  Mr.  Sherman  Secre- 
tary of  State,  made  a  lengthy  statement,  thoroughly  m  conformity 
with  views  expressed  by  the  long  line  of  his  predecessors,  which  suc- 
cinctly sets  forth  the  American  conception  of  most-favored-nation 
obligations.  Among  other  things,  he  said: 

TThe  most-favored-nation  clause]  does  not  control  the  right  at  the  nntlOB 
adS  nu^t  to  ma^^^^^^^^^  compensatory  asreements  In  imt  reclprocl^  wWh 
5  her  nations  •  •  the  allowance  of  the  some  privileges  and  the  same 
SicJm^  of  Revenue  dottS  to  a  iiatioo  wWch  malm  no  coiiip««atlon.  that  has 
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been  conceded  to  another  nation  for  an  adequate  compensation  •  de- 
St^vs  Hi^equallty  of  market  privilejies  which  *  *  *  the  clause  was  n- 
teiuled  to  secure.  *  *  *  The  rifjl.t  of  other  nations  to  enjoy  the  same  special 
concessions  depends  on  their  ability  to  offer  an  equivalent  <^»HiensatlOT.  •  • 
Siu  h  is  ti.e  c.i.struction  of  the  treaty  clauses  In  question  which  the  Government 
of  the  United  .States  adopts  In  carrying  out  the  late  provisions  of  law  for  ledpro- 
eal  conventions  with  other  States. 

The  experience  of  the  United  States  in  meeting  the  claim  of  Swit- 
zerland in  1898  affords  an  excellent  example  of  the  impossibility  of 
reconciling  the  practice  of  entering  into  reciprocity  agreemente  with 
the  giving  of  unconditional  most-favored-nation  pledges.  It  had  to 
be  admitted  that,  in  the  negotiation  of  the  treaty  of  18»P  with  bwitz- 
erland,  the  American  plenipotentiary  had  pledged  the  United  bbites 
to  unconditional  most-favored-nation  treatment.  Ihe  bovemment 
stood  by  the  pledge.  Switzerland  was  therefore  given,  without  com- 
pensatibn,  tlie  benefit  of  concessions  made  to  France  in  the  special 
reciprocity  treaty  which  had  been  concluded  under  the  provisions  of 
the  act  of  1897.  Other  States  at  once  claimed  the  right  to  the  same 
treatment,  and  it  became  necessary  to  denounce  the  favored-nation 
provision  in  the  Swiss  treaty. 

Eelations  and  discussions  with  Germany.— Not  until  the  enactment 
of  the  bargaining  provisions  of  the  act  of  1890  was  the  United  States 
Government  in  a  position  to  bargain  effectively  with  Germany.  Then, 
possessed  of  the  necessary  instruments,  it  did  not  undertake  to  enforce 
8ie  claim  of  being  entitled,  without  compensation,  to  the  concessions 
which  Germany  made  in  her  new  treaties  to  European  countries.  In- 
stead, in  1891,  it  entered  into  a  bargain,  which  took  form  in  the 
Saratoga  convention,  giving  concessions  for  concessions. 

In  the  course  of  the  diplomatic  controversies  which  arose  and  con- 
tinued intermittently,  and  in  which  various  claims  were  made  by 
Germany  on  the  basis  of  the  treaty  of  1828  between  the  United  States 
and  Prussia,  the  status  of  the  treaty  itself  was  finally  brought  into 
question.  Although  neither  Government  has  ever  officially  declared 
the  treaty  not  in  force,  it  is  possible  to  show  that  neitlier  in  theory  nor 
in  practice  were  its  terms  applied  to  German-American  commercial 
relations  after  about  1890.    The  Saratoga  convention  of ^  1891 
amounted  to  an  admission  on  the  part  of  each  Government  that  it  was 
not  entitled  automatical! v  to  concessions  which  the  other  had  made 
to  third  nations.  In  1900  the  two  countries  negotiated  a  reciprocity 
convention  whose  terms  Avere  in  conformity  with  the  requirements  of 
conditional  most-favored-nation  practice,  but  in  1903  Count  Posa- 
dowsky  declared,  "  The  United  States  no  longer  enjoys  most-favored- 
nation  treatment  in  Germany."   Nevertheless,  when  the  reciprocity 
treaty  was  concluded  between  the  United  States  and  Cuba,  the  (jerman 
Government  contended  that  it  should  be  given  the  opportunity  to  offer 
a  concession  throuch  which  to  secure  the  benefit  of  the  concessions 
made  to  Cuba.   The  circumstances  being  in  several  respects  snnilar 
to  those  which  had  earlier  attended  Hawaiian-United  States  reciproc- 
ity relations,  the  United  States  did  not  in  any  way  concede  the 

German  claim.  a  ^  •   in^n  j 

After  tlie  new  German  tanflP  law  went  into  effect  in  190G  a  modus 
Vivendi  was  arranged  by  which  the  United  States  secured  the  reduced 
rates  made  in  the  German  treaties  with  European  States,  but  this  was 


40 


BBOIPBOOITY  ANI>  OOHMSBOIAI.  TSmkTSm 


not  interpreted  by  Gksnnany  to  include  reductions  subsequently  made 

to  other  States.  ,     j.       i  j  "* 

Difficulty  of  reconciling  reciprocity  and  most-favored-nation  pledg^.— 

The  evidences  show  tliat  the  conclusion  of  reciprocity  tr^ti^  is  likdy 
to  lead  to  claims  from  States  outside  the  agreement  which,  if  granted, 
Avill  defeat  the  purpose^  of  the  treaties,  and  which,  if  not  grated, 
occasion  the  preferring  of  a  charge  of  disloyalty  to  treaty  obliga- 
tion<.  The  practice  of  making  reciprocity  treaties  requires  the  con- 
ditional construction  of  the  inost-favored-nation  clause.  But  the  use 
by  the  United  States  of  the  conditional  interpretation  of  the  most- 
favored-nation  clause  has  for  half  a  century  ot-casioned.  and.  it  it  is 
persisted  in,  will  continue  to  occasion  frequent  controversies  between 
the  United  States  and  European  countries. 

Possible  developments— So  many  have  been  tlie  inconveniences  and 
difficulties  of  most-favored-nation  practice,  it  has  frequently  been 
suiseested  that  the  pledge  be  done  away  with.  Any  proposal  entirely 
to  eliminate  it  would  caU  for  very  careful  scrutiny  of  the  arguments 
W  which  such  proposal  may  be  accompanied.  The  clause  has  per- 
formed, undoubtedly,  very  useful  functions.  The  fact  that  it  has 
had  its  inconveniences  is  not  sufficient  reason  for  abandoning  it. 
Such  a  proposal,  to  merit  consideration.,  should  offer  a  substitute 
affording  promise  of  more  satisfactory  performance. 

On  the  other  hand,  if  the  clause  is  to  be  retained,  it  should  be  pos- 
sible for  the  nations  either  to  agree  by  common  stipulation  upon  the 
meanings  to  be  attached  to  each  of  the  various  forms  and  types  of 
the  clause  or  to  adopt  one  standard  form  whose  phraseology  shaU  be 
unequivocal  and  whose  function  shall  be  clearly  defined. 

The  effect,  whether  the  conditional  or  the  unconditaonal  practice  is 
followed,  depends  most  of  all  upon  the  honesty,  consistency,  and 
rigidity  or  liberality  with  which  ttie  application  is  made  to  conform 

to  the  principle.  ,    ,  , 

Wliatever  the  relative  advantages  and  whatever  the  difference  in 
net  results,  the  practice  of  "  preference,"  « reciprocity,"  and  condi- 
tional most-favored-nation  treatment  necessitate  frequent  and  re- 
peated special  negotiations,  constant  bargaining,  inevitable  delays, 
actual  inequality  of  treatment.  There  are  without  question  circum- 
stances in  which  special  treatment  is  warranted:  this  is  recognized 
in  relation  to  certain  circumstances  in  the  favored-nation  practices 
of  all  nations.  But  in  the  absence  of  special  circumstances  or  special 
relations,  special  treatment  inevitably-  creates  unwarranted  distinc- 
tions and  tends  to  perpetuate  discriminations  , 

When  the  peace  settlement  is  being  decided,  it  should  be  tound 
possible  to  frame  a  model  pledge  or  pledges  intended  to  secure 
equalitv  of  treatment :  also  to  devise  machinery  for  the  construction 
and  enforoement  of  such,  along  with  other  international  pledges. 


m.  BARGAINING  TARIFFS  AND  COMMERCIAL  TREATIES 

OF  EUROPEAN  STATES. 

Tariff  systems. — ^Practically  every  nation  frames  its  tariff  policy 
with  the  primary  aim  of  promoting  domestic  industries.  Most 
nations  add  to  this  primary  object  that  of  encouraging  their  export 
trade.  To  carry  out  its  policy,  each  country  chooses  that  system  which 
appears  to  it  best  adapted  to  its  circumstances  and  purposes.  Various 
tariff  systems  may  be  distinguished  according  to  the  methods  by  which 
the  lists  of  duties  are  made  and  by  the  numbers  of  lists  employed. 
Thus  there  are  statutory  tariffs  and  conventiraial  tariffs,  single- 
schedule  ^stems  and  multiple-schedule  systems.  Amons  multiple- 
sdiedule  systems  are  the  prefer^tial,  the  maximum-and-minimum, 
•  and  the  general-and-conventional,  and  there  are  combinations  of 
these.  Of  European  States,  five  have  single-schedule  systems;  the 
others  have  all  adopted  one  or  another  of  the  multiple-schedule 
systems,  most  of  them  the  general-and-conventional. 

TTiatmy  of  recent  tariff  and  tariff  treaty  polioieB.— The  most  con- 
spicuous single  event  in  the  commercial  history  of  the  nineteenth  cen- 
tury was  the  conclusion  of  the  Cobdm  treaty  of  1860  between  England 
and  France,  which  marked  the  full  acceptance  by  Great  Britain  of  the 
principle  of  free  trade.  The  contracting  parties  agreed  to  uncondi- 
tional most-favored-nation  treatment.  Almost  at  once  England  gen- 
eralized the  concessions  which  she  had  made.  There  followed  among 
European  States  a  rapid  succession  of  treaties,  involving  tariff  reduc- 
tions and  including  the  unconditional  most-favored-na(;ion  clause. 
The  tendency  of  the  period  was  toward  free  trade. 

After  1875  protectionist  sentiment  began  again  to  prevail,  Germany 
taking  the  lead  in  a  movement  for  the  restoration  and  raising  of  rates 
of  duty.  New  tariffs  and  new  treaties  superseded  those  which  had 
been  made  after  1860. 

In  1891  France  adopted  the  maxim'um-and-minimum  tariff  system, 
and  at  about  the  same  time  Germany  adopted  the  general  and  conven- 
tional system. 

Thenceforth  and  until  the  beginning  of  the  present  war  there  might 
be  distinguished  in  Europe  three  groups  of  States,  representing  three 
types  of  commercial  policy  and  practice — a  free  trade,  single-schedule 
tariff  group ;  a  protectionist,  maximum-and-minimum  tariff  group ; 
and  a  protectionist,  general-and-conventional  group.  In  the  realm  of 
treaty-making,  all  have  retained  the  principle  of  most-favored-nation 
treatment,  but  the  practical  effect  of  the  favored-nation  pledge  has 
been  limited  very  decidedly  by  increased  sfpecializatian  of  tariff  sched- 
ules. The  importance  of  the  bargaining  or  burtering  process  has 
been  constantly  and  considerably  increased. 

'  Tb»  oommerdal  poliey  aitd  tuiff  system  of  Germany.— Among  the 
Central  European  States,  commercial  policy  has  been  in  no  small 
measure  made  a  means  to  political  ends.  First,  Prussian  policy  ma 
directed  with  a  view  to  the  unification  of  Geiinany;  liien,  German 

41 


I 


42  BBCIFBOGZXY  Am  OOMMBBQUL  TBKATTKV. 

policy  was  directed  •with  a  view  to  consolidating  the  interests  of  the 
Central  European  States.  In  1871  Bismarck  concluded  with  France 
the  treaty  of  Frankfort,  in  which  article  XI  provided  for  permar 
nent,  unconditional  most-favored-nation  treatmesit  between  Germany 
and  France.  This  agreement  has  had,  in  operation,  some  advantages 
and  some  disadvantages  for  each  of  the  contracting  parties;  it  has 
operated,  however,  probably  more  than  any  other  single  treaty  pro- 
\ision  or  other  law,  as  a  stabilizer  of  European  commercial  pohcy. 

In  1879  Germany  adopted  a  new  tariff  law  whereby  many  pro- 
tective duties  were  revived,  duties  on  manufactured  articles  were 
increased,  and  the  country  was  definitely  committed  to  the  policy 
of  protection.  In  1891  the  Government  presented  to  the  Keichstag 
a  new  series  of  treaties,  the  Caprivi  Treaties,  which  it  had  neg<^ 
tiatcd  with  neighboring  countries,  and  these  were  soon  confirmed 
ahnost  without  opposition.  The  characteristic  feature  of  these 
treaties  was  that  of  tariff  bargaining.  The  concessions  made 
to  each  State  were  in  the  long  run  extended,  by  the  operation  of 
the  most-favored-nation  clause,  to  all  the  others  of  the  treaty  group 
and  to  some  not  in  the  group.  The  chief  advantage  which  the 
treaties  brought  both  to  Germany  and  to  the  countries  with  which 
they  were  concluded  lay  in  the  fact  that  the  duties  in  the  conven- 
tional schedules  could  be  counted  on  as  fixed  for  a  considerable 
and  definite  period.  The  effect  upon  German  trade  was  far  from 
decisive,  but  the  treaties  doubtless  prevented  certain  undesirable 
developments  which  were  unminent  at  the  time  when  they  were 

"Rusaa,  following  a  tariff  policy  decidedly  hostile  to  Germany, 
bad  raised  the  rates  of  her  tariff,  already  high.  Germany  was  pro- 
voked to  retaliation,  and  there  ensued  a  brief  but  bitter  tariff  war. 
In  1893  Russia  adopted  a  maximum-and-minimum  tariff,  and  subse- 
quently each  of  the  two  countries  raised  its  duties  on  the  products 
which  it  imported  from  the  other.  So  injurious  were  the  effects  on 
both  that  an  agreement  was  effected  and  a  new  commercial  treaty 
concluded  between  them  in  1894,  in  which  each  made  concessions  to 
the  other  and  most-favored-nation  treatment  was  mutually  pledged. 
There  ensued  a  rapid  revival  o$  the  trade  which  had  suffered. 

In  1892  Spain,  the  originator  of  the  maximum-and-minimum  sys- 
tem though  not  the  most  conspicuous  user,  raised- the  rates  of  her 
schedules.  This  led  to  a  tariff  war  between  that  country  and  Ger- 
many, which  continued  until,  in  1906,  each  agreed  to  grant  the  other 

its  lowest  normal  rates.  ,     «      ,    .  i  » 

The  adoption  of  the  preferential  system  by  Canada  m  1897  led 
to  stron<r  representations  by  the  German  Government  to  the  British 
Government,  but  to  no  actual  disturbance  of  the  commercial  relar 
tions  between  Germany  and  the  United  Kingdom.  Against  Can- 
ada Germany  put  into  force  the  rates  of  her  general  tariff,  and  a 
tariff  war  ensued  which  lasted  until  a  working  arrangement  was 

effected  in  1910.  ^  ^  .    i  v 

As  between  the  United  States  and  Germany,  the  trade  was  such 
that  Germany  was  in  no  position  to  follow  an  aggressive  tariff 
policy  An  agreement  was  effected  by  the  Saratoga  convention  of 
1891,  already  mentioned,  but  it  appears  that  during  the  years  which 
followed  nothing  but  the  circumspection  of  the  two  Governments 
averted  a  tariff  war.  A  convention  was  made  in  1900  whereby  Ger- 
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many  granted  the  United  States  the  benefits  of  her  conventional 
tariff  and  was  given  in  return  the  rates  which  the  United  States  had 
ah-cady  extended  on  certain  articles  to  France,  Italy,  and  lortugal. 

In  1897  tlie  German  Government  appointed  a  commission  which 
made  extensive  investigations  by  way  of  preparation  for  revision  of 
the  tariff  and  the  making  of  new  treaties.  In  1901,  in  the  face  of 
bitter  opposition  from  the  agrarians,  the  Govemmait  introduced  its 
proposals,  involving  the  retention  of  the  general-and-conventional 
system ;  a  new  tariff  laAv  was  passed  in  1902;  new  treaties  were  forth- 
with negotiated;  and  the  new  tariff  and  the  new  treaties  went  into 

effect  in  1906.    .  •  i. 

The  rates  of  the  German  tariff  of  1906  evinced  an  inclination 
toward  stricter  application  of  the  policy  of  protection.  In  ttie  arr 
ran^ement  of  pchcdules,  though  the  general-and-conventional  prin- 
ciple was  retained,  there  was  a  partial  adoption  of  features  pf  the 
maximum-and-minimum  system.  The  rates  of  the  general  schedule 
were  specialized  to  an  extent  previously  unknown.  They  were  pre- 
pared with  a  view  to  negotiation,  adjusted  to  the  balancing  of  con- 
cession against  concession  with  all  the  nicety  of  the  most  minute  dis- 
tinctions. The  Government  Avas  authorized  to  employ  penalty  duties 
to  enforce  satisfactory  treatment  from  States  inclined  to  discriminate. 

Treaties  were  concluded  with  eleven  States,  and  from  the  conces- 
sions there  was  made  up  the  conventional  schedule,  which  was  to  be  in 
force  for  twelve  years  from  1906.  Though  it  may  not  be  susceptible  of 
conclusive  proof,  Germany  appears  on  the  whole  to  have  bargained 
more  successfully  than  the  other  parties  to  the  treaties.  She  had  had 
the  advantage  oiE  superior  organization  and  of  patient  and  pamstak- 
ing  preparation  for  the  negotiations.  ,  i.   »  • 

In  1907  an  agreement  was  made  between  the  German  and  the  Ameri- 
can Governments  whereby  the  United  States  was  given  the  benefit  of 
the  German  conventional  rates.  In  1909  the  United  States  granted 
to  Germany  the  minimum  rates  of  the  new  tariff.  After  the  passage, 
of  the  United  States  tariff  act  of  1913,  Germany  attempted  to  nego- 
tiate a  special  agreement,  but  the  response  to  her  proposals  was  not 

favorable.  i  .i 

The  commercial  policy  and  tariff  systems  of  Prance.— Although  the 
Emperor,  Napoleon  III,  had  accepted  the  lead  of  England  in  making 
the  Cobden  treaty  and  others  which  followed,  there  remamed  in 
France  strong  opposition  to  the  policy  represent«i  by  these  treses. 
In  1875-7G  the  Government  made  an  extensive  investigation,  from 
the  returns  of  which  it  was  evident  that  there  was  a  preponderance  of 
opinion  favoring  the  multiple  rather  than  the  single-schedijile  tariff 

system^^^  a  new  tariff  law  was  passed,  in  which  the  rates  on  manu- 
factured wares  were  increased,  while  raw  materials  and  foodstuffs 
remained,  as  a  rule,  on  the  free  list  or  were  made  subject  to  low  rates. 
The  <reneral  schedule  was  to  be  modified  in  operation  by  agreements 
with1)ther  powers.  On  the  basis  of  this  law,  the  Government  nego- 
tiated treaties  with  seven  European  powers,  in  which  rates  were 
fixed,  thereby  establishing  a  new  conventional  schedule.  With  Great 
Britain,  Germany,  and  Austria-Hungary  there  were  framed  simple 
conventions  granting  most-favored-nation  treatment. 

In  1887  Italy  promulgated  a  new  tariff  with  sharp  increases  of 
rates,  tenninated  her  treaty  with  France,  and  demanded  new  and 
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greater  concessioxiiS.  This  led  in  1888  to  a  tariff  war,  from  which 
both  countries  suffeored— Italy  the  mi»re— and  the  two  countries  did 
not  come  to  an  agreement  mitil  18d8. 

In  1892  France  adopted  a  new  tariff  law  which  altered  the  whole 
basis  of  her  commercial  relations.  She  abandoned  the  general-and- 
conventional  system  ija  favor  of  an  autonomous  |*  maximum-and- 
minimum  "  system.  The  difference  between  the  minimum  and  the 
maximum  rates  was  approximately  25  per  cent,  and  the  law  provided 
that  the  minimum  rates  should  be  applied  to  goods  the  produce  of 
coimtries  where  French  goods  enjoyed  equivalent  concessions  and 
were  admitted  at  the  lowest  rates  of  duty.  The  Government  was 
empowered  to  prolong  the  expiring  commercial  treaties,  except  in 
so  far  as  they  involved  fixed  rates  of  duty,  and  to  apply  the  minimum 
rates  to  the  wares  of  countries  which  would  promise  most-favored- 
nation  treatment  to  France. 

Several  States  were  unwilling  to  make  treaties  on  the  basis  of  the 
concessions  which  France  offered,  and  against  such  countries  France 
put  into  effect  the  general  tariff.  Switzerland  insisted  upon  modifica- 
tions which  the  French  Government  refused  to  concede,  and  there 
resulted  a  tariff  war  which  led  to  a  considerable  shrinkage  in  the 
trade  between  the  two  countries.  Finally,  in  1905,  a  convention  was 
signed  on  the  basis  of  a  compromise  on  both  sides.  During  the  tariff 
war  there  had  been  a  diversion  of  trade  of  both  countries  to  other 
States,  by  whidi  several  of  the  latter,  especially  Germany  and  iiel- 
l^nm,  profited. 

A  threatened  tariff  war  with  Spain  was  averted  by  an  exchange  of 
notes  whidi  did  not  inyolve  changes  of  rates  of  duty.  A  short  tariff 
war  with  Koumania  was  brought  to  an  end  by  an  agreement  on  the 
basis  of  most*f  avored*nation  treatm^t. 

Although  France  succeeded  eventually  in  making  agreements  with 
all  countries  of  commercial  importance  and  in  securing  most-favored- 
nation  pledges  from  most  of  these,  she  readbed  this  end  only  after 
serious  complications,  which  caused  losses  and  left  a  permanent  and 
somewhat  adverse  effect  on  her  commercial  relations.  She  did  estab- 
lish and  maintain  her  autonomy  in  rate-making.  The  maximum  tariff 
schedule  stood  essentially  as  a  standardized  warning.  For  the  meas- 
ure of  autonomy  which  she  gained,  France  paid  by  conceding  a  like 
measure  to  other  countries,  and  she  sacrificed  guaranties  of  stability 
which  the  treaties  of  a  former  period  had  established. 

When  the  time  came  for  revision,  the  principl(*s  of  autonomy  and  of 
the  double  schedule  were  accepted  as  established.  The  revision  was 
confined  to  the  rates.  In  the  new  law  of  1910  the  rates  of  both  sched- 
ules were  in  general  increased,  though  some  were  reduced.  The  dis- 
parity between  the  two  was  made  almost  systematically  50  per  cent. 
The  proposal  of  an  intermediate  tariff  was  rejected,  but  it  was  pro- 
vided that  the  Government  might  under  exceptional  circumstances, 
and  temporarily,  apply  the  rates  of  the  general  tariff  to  products 
originating  in  countries  where  French  products  were  not  discrimi- 
nated agamst,  measures  to  carry  out  this  provision  to  be  submitted 
for  ratification  to  the  Parliament. 

France  had  not,  since  1892,  extended  her  minimum  rates  in  their 
entirety  to  the  United  States.  A  convention,  signed  in  1899^  whidi 
would  have  given  i^e  United  States  most  of  the  rates  of  the  minimum 
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tarilf  was  not  ratified  by  the  American  Government.  Special  provi- 
sion for  American  trade  was  made  in  the  French  law  of  February  24, 
1900,  but  all  arrangements  between  the  two  countries  were  rendered 
void  by  the  passage  of  the  American  tariff  act  of  1909,  which  termi- 
nated all  reciprocity  agreements. 

On  the  day  on  which  it  enacted  the  tarilf  law  of  1910,  the  French 
Parliament  passed  a  law^  regulating  commercial  relations  with  the 
United  States.  This  authorized  the  admission  of  certain  products 
from  the  United  States  at  the  minimum  rates  and  of  certain  othei- 
products  at  the  rates  of  the  old  general  tariff.  More  than  two-thirds 
of  the  American  imports  into  France  were  already  entitled  to  enter 
•  free  of  duty.  It  was  estimated  that  29.3  per  cent  of  the  total  im- 
ports would  be  admitted  at  the  minimum  rates,  0.4  per  cent  would 
be  admitted  at  the  old  general  rates,  and  3.2  per  cent  of  the  toKtal 
imports  would  be  subjected  to  tha  new  g^eral  rates. 

The  eommerdal  poli^  and  tariff  system  of  Russia. — In  Bussia,  as  in 
the  neighboring  countries,  therlast  quarter  of  the  nineteenth  century 
was  marked  by  a  movement  toward  higher  rates  of  duty.  The 
Bussian  Government  was  influenced,  in  addition  to  <lie  usual  motiyes, 
by  a  desire  to  make  use  of  the  tariff  to  control  the  balance  of  trade 
and  to  protect  the  national  currency  fr<Hn  an  outflow  of  specie. 
Eussia  employed  at  that  time  ^e  autoncmons,  single-schedule  tariff 
system.  In  her  treaties,  abe  had  in  some  cases  the  unconditional  and 
in  some  the  conditional  most- favored-nation  clause,  but  in  her 
relations  with  Austria  and  Germany  she  had  no  claim  for  favored- 
nation  treatment.  In  1893  the  "Russian  Government  adopted  the 
machiner}'  both  of  the  maximum-and-minimum  and  of  the  general- 
and-conventional  tariff  systems.  The  application  of  the  maximum 
schedule  to  imports  from  Germany  led  to  a  tariff  war,  which  was 
brought  to  an  end  by  a  commercial  treaty  whose  conclusion  marked 
the  definite  acceptance  by  Russia  of  the  general-and-conventional 
tariff  system.  This  was  the  product  of  political  as  well  as  economic 
considerations.  Other  treaties,  on  the  model  of  the  German  treaty, 
followed  with  several  countries. 

Between  1901  and  1905  Russia  applied  penalty  duties  to  various 
unports  from  tlie  United  States,  in  retaliation  for  the  levying  of 
countervailing  duties  on  Russian  sugar  and  petroleum.  These  piini^ 
tive  rates  Avere  withdrawn  in  1905. 

In  1903  Bussia  adopted  a  new  general  tariff  designed  for  bargain- 
ing purposes,  in  which  the  rates  were  raised  on  many  items,  par- 
ticularly manufactured  wares^  and  the  schedule  was  morej^arply 
specialized  than  before.  Commercial  treaties  followed  with  Ger- 
many,* France,  and  several  other  States^  and  the  new  tariff  went  into 
effect  in  1906.  The  system  thus  established  was  not  materially 
altered  until  after  the  bi^nning  of  the  European  war. 

ChuBsiftcation  and  ehazaeteristics  of  tariff  systems.— Oermi^,  Bussia, 
Austria-Hungry,  Bulgaria,  Greece,  Itsdy,  Portugal,  Koumania, 
Sweden,  and  Switzerland  have  adopted  the  general-and-conventional 
system  and  have  made  with  their  neighbors  treaties  involving  re- 
ciprocal tariff  concessions.  Spain  originated  the  maximum-^and* 
mmimum  system  and  is  still  <classed  as  a  maximum-and-minimum 
country,  but  her  practice  has  become  essentially  that  of  the  general- 
and-conventional  system. 
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France  and  Norway  employ  the  maximum-and-minimnm  system. 
The  theory  of  this  system  is  that  there  shall  be  two  schedules  of 
rates,  made  autonomously,  below  the  lower  of  which  the  treaty- 
making  authorities  may  not  make  concessions.  In  x^ractice,  however, 
it  has  been  found  necessary  to  make  concessions. 

The  preferential  system  requires  at  least  two  schedules  and  is 
autonomous,  but  its  minimum  schedule  is  intended,  not  for  the  most- 
favored  nation,  but  for  specially  "preferred"  nations.  There  is  in 
Europe  no  State  which  employs  a  tariff  which  may  properly  be  desig- 
nated as  "preferential ";  but  preferential  practices  in  some  form  and 
d^ree  are  in  force  between  several  European  countries  and  their 
colonies. 

The  cOTmtries  of  Europe  which  still  adhere  to  the  single  schedule 
system  are  either  "  free-trade  "  countries  with  peculiar  advantages, 
or  countries  of  minor  commercial,  importance.  There  has  been  a 
marked  tendency  toward  the  abandonment  of  a  single-schedule  qrs- 
tem,  especially  among  countries  whose  tariff  policy  has  a  "protec- 
tive "  feature.  .     ,  .       ,        ^.  . 

As  matters  stood  until  1914,  it  was  the  universal  practice  of 
European  States  to  extend  unconditional  favored-nation  treatment 
to  each  other.  But  the  tendency  in  framing  tariff  schedules  was  to- 
ward detailed  specifications,  with  the  intent  frequently  and  with 
the  result  that  numerous  concessions,  apparently  generalized,  were 
in  application  particular  and  exclusive.  As  a  consequence,  it  is  by 
no  means  the  case  that  the  generalizing  of  concessions  under  the 
European  construction  of  the  most-favored-nation  clause  effects  or 
maintains  complete  equality  of  treatment  in  a  given  market.  One 
thing,  however,  tariff  treaties  do  accomplish  positively  and  effec- 
tively :  they  fix,  or  "  bind,"  rates  of  duty  for  a  specified  term  of  years, 
thus  creating  an  assurance  that  during  that  term  these  rates  will 

not  be  increased.  .  ,        .        ,  , 

As  with  constitutions,  so  with  commercial  policies  and  tariff  sys- 
tems—the advantages  or  disadvantages  of  a  particular  type  or 
feature  must  be  estimated  from  the  point  of  view  of  the  situation 
and  circumstances,  the  needs  and  the  possibilities  of  each  individual 
country  at «  {mrticular  time. 
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